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(54) Title: ELECTRONIC BARTERING SYSTEM WITH FACILITATING TOOLS 

(57) Abstract: A bartering system 
\00 implements barters between a plurality 

of parties each having one or more 
classes of items available for barter. 
Preferably, barter orders are created 
by designating a selected quantity of 
a first class of items to be bartered, 
designating a date range for transferring 
title of the first class items to be 
bartered, designating a barter value of 
the first class of items to be bartered, 
and designating a second class of items 
to be acquired. Barter orders are posted 
via the Internet to a barter database 
and may be displayed via the Internet 
Posted barter orders whose first class of 
items match the second class of items 

105— —4^ O£D£.fcl0(r 1 of a barterer's order are preferably 

displayed Posted baiter orders from 
the display are selected to effectuate 
a barter transaction which combines a 
barterer's barter order with the selected 
posted order(s). Toolkits are provided 
f\Q ' ' \ * 'v- f for enabling parties, particularly 

\\lo lift marketmakers, to respond to barter 

orders in an automated manner. 
Marketmaker toolkits to populate a 
database, or order book, with barter 

orders, which can be traded against by traders. Other toolkits are provide for enabling traders to establish barter orders grouped 
in baskets based on market fundamentals and risk characteristics. Still other toolkits are provided for enabling retail traders to 
establish contingent barter orders, or barter orders that are only processed upon the occurrence of a specified condition. 



iOH 





P06TEM 


i enwne 




\0L> 



1 ■ « 



WO 02/069112 A2 




nil 




Pu blished : . For two-letter codes and other abbreviations, refer to the . "Guid- 

— without international search report and to be republished * <awce Afafe? on Codes and Abbreviations" appearing at the begin- 



wpo/i receipt of that report 



ning of each regular issue of the PCT Gazette. 



9 > 



■' ■' ' ■ Is. 



) T ■ -.. 



; i 



WO 02/069112 



1 



PCT7US02/06129 



ELECTRONIC BARTERING SYSTEM 

WITH FACILITATING TOOLS 

...... . . - 

■*.*.-":■"■ ' 

* . < * • t . • 

I ■ 

RELATED APPLICATIONS 

This application claims priority to U.S. Provisional Patent Application No. 60/271,541 
filed February 26, 2001, U.S. Patent Application No. 09/454,035 filed 12/03/99, U.S. 

t 

• t . , ■ * ■ * < m , ' ■ " " 

Provisional Patent Application No. 60/161,318, filed October 25, 1999, U.S. Provisional 
Patent Application No. 60/153,142, filed September 9, 1999, and U.S. Provisional Patent 
Application No. 60/147,243, filed August 5, 1999, each being herein incorporated by . 
reference. 

FIELD OF THE INVENTION 

The present invention relates to systems and methods for facilitating the trading of items 
or securities and more particularly to systems and methods for facihtating the, electronic 
bartering of items or securities. 

. • . • • . : . .»".:.- - - - ; • . • > ; ■ • 

■ . . • • * * 

BACKGROUND 

Automated computer systems matching buy and sell orders for trading stocks, futures and 

> • • 

other properties are well known in the art. An example of such a system is shown in U.S. Patent 
No. 3,573,747 to Adams, et al., which discloses a system for matching buy and sell orders for 
fungible properties between traders. After the initial match, one embodiment of this system 
allows traders to negotiate other terms of the transaction while all traders are continuously 
apprised of the negotiation status. A system disclosed in U.S. Patent No. 4,412,287 to Braddock 
relates to trading stock and discloses a central computer that matches buy and sell orders from a 
plurality of user terminals. U.S. Patent No. 5,689,652 to Lupien, et al. shows a computer 
network with a plurality of trader terminals that matches buy and sell orders incorporating a 
satisfaction density profile. The density profile provides a measure for maximizing the mutual 
satisfaction of all traders. 
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Computer systems to match bids and offers are also well known in the art. A system 
disclosed in U.S. Patent No. 4,903,201 to Wagner matches bids and offers for future commodity 
contracts and detects illegal trade practices. U.S. Patent No. 5,727,165 to Ordish, et al., discloses 
a network system and further provides confirmation timing and notification messaging to traders. 
In U.S. Patent No. 5,924,082 to Silvemjan, et al., a negotiated.matching system is shown which 
matches bids and offers based on a criteria that includes "ranking" data. The ranking data is 
comprised of credit and risk information to facilitate the best matches with respect to risk 
management. Another aspect of this system permits traders to negotiate directly with each other 
prior to or after an initial match is made by the system. The system of U.S. Patent No. 5,926,801 
to Matsubara et al. also matches bids and offers, and in one embodiment, credit criteria is 
considered in the match. 

A computer system disclosed in U.S. Patent No. 5,873,071 to Ferstenberg, et al. includes 
an intermediary computer program and an electronic agent computer program which can operate 

«... i . - * 

over the Internet. The intermediary computer program mediates offers and counter-offers for 
financial commodities. Goals, expressed as either a set 6f computer rules of as an objective with 
constraints, are set by the participants and the electronic agent computer program generates 
counter-offers according to the goals in response to offers from the intermediary computer 
program. In one embodiment of the system, a calculated "fairness measure" is used to determine 
satisfaction of the participants goals. 

None of these patents address a bartering, exchanging or selling system whereby an 
individual trader constructs a barter order by establishing trading parameters that include an item 
to be b^ef^ andla desired item t:o be recea^^ 

potential barter exchanges in a quantifiable mariner for an individual trader. The known 
electronic systems also fail to provide a means for assisting traders in the selection of trading 
items from that trader's portfolio of financial instruments. 

* * »• » • • > . *■ 

SUMMARY OF THE INVENTION 

The present invention relates to a! computer-based system for bartering, exchanging or 
selling, (hereinafter referred to as bartering), items or securities including but not limited to, 
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stock, cash (foreign or domestic currencies), web barter dollars (defined below), Himmelstein 
Options (defined belctw), CD's, bonds, notes. Option Put, Option. Call, Commodities/Futures, 
Annuities, Muni Bond(s), Government Ponds, Funds, Strips (Zero (Coupon Treasuries), Ginnie 
Mae(s), Fannie Mae(s), Freddie Mjac(s), UTT (Unit Investment Trust), T-bills and any future 
created or defined security, commodity or commodity money wherein a barter order indicating 
the item to barter and the desired barter item are matched by the website. Barter transactions are 
made which combine a barterer's barter order with a matching order or combination of orders 
which the barterer selects or the barterer has automatically selected by die website. Barter 
transactions can incorporate agreements. One agreement, termed a Himmelstein Option, permits 
barterers to agree to a future range of dates: a date after the barter transaction may occur and a 
date before the barter transaction must occur ot the rights of ownership may expire. These dates 
maybe the same. The before date may be indefinite. Himmelstein's Options (i.e. the portion of 
the barter transaction that is to be acquired) may be sold for cash or bartered (i.e. assign their 
rights : or transfer their rights for a different security). In other words, the Himmelstein Option 
agrement, once acquired may be assigned without the written consent of the issuer/creator. This 
means that acquire may ^transfer his rights to acquire the security or other item, which is the 
subject of a Himmelstein Option to someone else. Himmelstein options also include other 
conditions or parameters in ; the agreement as well 

The electronic bartering system of the present invention includes tools for facilitating the 

• .- «. •- .i _ . » 

function of the system users. Provided with the present invention are toolkits for market makers 
to set automated and manual trading rules, toolkits for market makers to generate customized 
stock trade ticker lists and profit and loss statements, and toolkits for users to establish basket 
and contingency barter orders. 

BRIEF DESCRIPTION OF THE DRAWINGS 

Figure 1 is a diagram of a bartering system in accordance with die teachings of the 
present invention. 

Figure 2 is a schematic diagram of die structure of an example barter database and barter 
order in accordance with the teachings of the present invention. 
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Figure 3 is a schematic diagram oi a multi-order barter transaction in accordance with 
the teachings of the present invention. 

Figures 4A-4E are flowcharts of a typical barter ordering session and baiter transaction 
in accordance with the teachings of the present invention. 

Figures 5A-5F are portions of screen displays illustrating the Creation of a sample barter 
order in accordance with the t^hings of the pi^ent invention: 

Figure 6 is an example of a barter transaction screen in accordance with the teachings of 
the present invention. 

Figures 7A-7E are schematic illustrations of several different t^es of barter transactions 

* 

which may be implemented according to the teachings of this preseht invention. 

Figure 8 i£ a schematic diagram of the components of a barter posting module in 
accordance with the teachings of the present invention. 

Figiorra 9A and 9B are tables 
barter items that are preferably utilized in a barter System made using aHimmelstein Optibri in 
accordance with the teachings of the present invention. Specifically, the "barter/settlementdate, 
open/close" column in the tables is a condition or parameter included in the Himiileistein Option. 

Figure 10 is a block diagram showing the bartering system of Fig^ 1 and further 
including market order, basket order and contingency order toolkits; 

Figure 10A is an alternate embodiment of the present invention. 

Figure 11 is a copy of a graphical user interface for a computer screen by which a user 
can request current trade prices for a barter order; 

Figure 12 is a copy of d graphical user interface for a computer screen by which barter 

_____ ... ■ _ r t . —\ i> i • r r ■ . f ■ t . i . 

* . , ■ ■ - . ... ■ i .".■.■■<*•«■■•.- v • ■> . : ■ ' r . t 

ordCT trade prices, fespohsive to a barter order tiade price request; can be reported to a user; 

Figure 13 is a copy of a user help request screen for use by a user in interpreting the GUI 
of Figure 12; 

Figure 14 is a copy of another user help request screen for use by a user in interpreting 
the GUI of Figure 12; 

Figure 15 is a copy of a graphical user interface for a computer screen by which a user 
can request aii execution of a barter order; 
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Figure 16 is a copy of a graphical user interface for a computer screen by which a 
marketmaker can establish automatic rules for responding to barter order requests and orders; 

Figure 17 is a copy of a graphical user interface for a computer screen by which a 
maiketmaker can select pre-established symbols to be used in setting up automated rules; 

Figure 18 is a copy of a user help request screen for use by a marketmaker in interpreting 
the GUIs of Figures 16 and 17; , 

Figure 19 is a copy of another user help request screen for use by a marketmaker in 
interpreting the GUIs of Figures 16.and 17; 

Figure 20 is a copy of another user help request screen for use by a maiketmaker in 
interpreting the GUIsof Figures 16 and 17; 

Figure 21 is a copy of a graphical user interface for a computer screen by which a user 
can define a contingent barter order; : « . 

Figure 22 is a copy of a user help request screen for use by a user in interpreting the GUI 
of Figure 21; : c > 

Figure 23 is a copy of another user help request screen for use by a user in interpreting 
the GUI of Figure 21; 

Figure 24 is a copy of a graphical user interface for a computer screen by which a user 
can define a contingent barter order; 

Figure 25 is a copy of a user help request screen for use by a user in interpreting the GUI 
of Figure 24; 

Figure 26 is a copy of a graphical user interface for a computer screen by which a user 
may define a basket of orders for a barter bffer, - - rr 

Figure 27 is a copy of a user help request screen showing a -drop down* menu for' use 
with the screen of Figure 26 by .which a user can select a method for quantifying the basket 
barter order; 

Figure 28 is a copy of a user help request screen for use by a user in interpreting the GUI 
of Figure 26; 
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Fig. 29 is a copy of a user help request screen showing a 'drop down' menu for use with 
the screen of Figure 26 by which a user can select symbols to use in defining the basket barter 
order; •• -•• - 

Figure 30 is a copy of a user help request screen for use by a user in interpreting the GUI 
of Figure 29; : 

Figure 31 is a copy of a graphical user interface for a computer screen by which a user 
can define the filters used in establishing a basket barter order in the GUI of Fig. 26; 

Figure 32 is a copy of a user help request screen for use by a user in interpreting the GUI 
of Figure 31; --u . fi . <;■• . - - y; : , ... •. 

Figure 33 is a copy of an alternate graphical user interface for a computer screen by 
which a user, directly through the illustrated graphical user interface and/or the linked graphical 
user interfaces described in the Figures below, can interface the barter of der system of the 
present invention; 

Figure 34 is a copy of a user help request screen for use by a user in interpreting the GUI 
of Figure 33; ■ 

Figure 35 is a copy of a graphical user interface for a computer screen, accessible 
through the selection of the "Order History" tab of the graphical user interface of Figure 33, by 
which a user can review order histories; 

Figure 36 is a copy of a graphical user interface for a Computer screen; ; accessible 
through the selection of the "Saved Orders*' tab of the graphical user interface of Figure 33, by 
which a user can review saved orders: - v 

Figure 37 is a copy of a graphical user interface for a computer screen^ accessible 
through the graphical user interface of Figure 33 , by which a user can enter orders; i; ■ 

Figure 38 is a copy of a user help request screen for use by a user in interpreting the GUI 
of Figure 37; 

Figure 39 is a copy of a graphical user interface for a computer screen, accessible 
through the 'Trade From Order Book" button of the graphical user interface of Figure 37, by 
which a user can trade orders; 
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Figure 40 is a copy of a graphical user interface for a computer screen, accessible 
through a button in the user interface Figure 39, by which a user can obtain level II stock quotes; 

Figure 41 is a copy of a graphical user interface for a computer screen, accessible 
through a button in the graphical user interface Figure 39, by which a user can obtain internal 
and external order information; 

Figure 42 is a copy of a user help request screen for use by a user in interpreting the GUI 
of Figure 39;. 

Figure 43 is a copy of a user help request screen for use by a user in interpreting the 
GUIs of Figures 40 and 41; 

Figure 44 is a copy of a user help request screen for use by a user in interpreting the GUI 
of Figure 39;. ... ;....:< { - 

Figure 45 is a copy of a user help request screen for use by a user in interpreting the GUI 
of Figure 39; . 

Figure 46 is a copy of a graphical user interface for a computer screen, responsive to the 
operation of the "Quick Fill" button in the graphical user interface of Figure 39, by which a user 
can obtain order execution confirmation information: ... 

. Figure 47 is a copy of a user help request screen for use by a user in interpreting the GUI 
of Figure 46; 

? r Figure 48 is a copy of a user help request screen for -use by a user in interpreting the GUI 
of Figure 39; , ; - ,\ 

\ Figures 49 and 50 are copies of user help request screens for use by a user in interpreting 
the GUI of Figure 39 and in particular for calculating savings from using the present system; ^ ?f J 

Figure 51 is. t a copy of a graphical user interfaces for a^computer screen, accessible 
through the graphical user interface Figure 37, by which a user, can enter limit orders; 

Figure 52 is a.; copy of a graphical user interface for a computer screen, accessible 
through the graphical user interface Figure 37, by which a user can enter market orders; 

Figure 53 is a copy of a user help request screen for use by a user in interpreting the 
GUIs of Figures 51 and 52; v . 
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Figure 54 is a copy of a graphical user interface for a computer screen, accessible 

through the dropdown tool menu "Rules" option in the graphical user interface of Figure 33, by 

which a user can access a maricetmaker toolkit; 

Figure 55 is a copy of a user help request screen for use by a user in interpreting the GUI 
of Figure 54; : .7 . ■;. : ..-u ; 

Figure 56 is a copy of a graphical user interfece for a computer screen, accessible 
through the graphical user interface of Figure 55, by which a user can establish a trading rule; 

Figure 57 is a copy of a user help request screen for use by a user m mterpretmg the GUI 
of Figure 56; 

Figure 58 is a copy of a graphical user interface for a computer screen, accessible 
through the graphical user interface of Figure 54, by which a user can estabhsh a trading 
condition; - •• .. : - -,v- .••--k-. . ?•*••>«: .■ 

Figures 59, 60 and 61 are copies of user help request screens for use by a user in 
interpreting the GUI of Figure 58; 

Figure 62 is a copy of a graphical user ihterfece for a computer screen, accessible 
through the graphical user interface of Figure 54, by which a user Can estabhsh a pricing tier- 
Figure 63 is a copy of a user help request screen for use by a user in mteipreting the GUI 
of Figure 62; 

Figure 64 is a copy of a graphical user mterface for a computer screen, accessible 
through graphical user interface Figure 54, by which a user can create a customized trade ticker; 

Figure 65 is a -copy of a Computer screen iUustratihg ah exemplary trade ticker 
established using the gfaphiCal user mterface of FigOre 64; ' r ■ •' ; r - T?T O ' 

Figure 66 is a copy Of a user help request screen for use by a user ih mteipreting the GUI 
of Figure 64 to create the ticker of Figure 65; ; v ' 

Figure 67 is a copy of a graphical user mterfece for a computer screen, accessible 
through graphical user interface Figure 54, by which a user can create a customized 
position/profit and loss report; ^ •' ; •• ; 

Figures 68 and 69 are copies of computer screens illustrating exemplary position/profit 
and loss reports estabhshed using the graphical user interface of Figure 67; 
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Figure 70 is a copy of a user help request screen for use by a user in interpreting the GUI 
of Figure 67; f , - . 

Figure 71 is a copy of a graphical user interface for a : computer screen, accessible 
through the graphical user interface of Figure 54* by which a marketmaker can create a manual 
offer; . ; 

Figure 72 is ; a copy of a graphical user interfece for a computer screen, accessible 
through the graphical user interface of Figure 71, by which a user can edit manual offer default 
criteria;. ; ; ••- w" ■■ ■ ' . . ^ 

Figure 73 is a copy of a userhelp ^ 
GUIs of Figures 71 and 72; 

Figure 74 is a copy of a graphical user interface for a computer screen, accessible 

* 

through the graphical user interface ofFigure 54, bywhich a user can ^ 

creating rules and by which a user can create new symbols used in creating rales; and 

Figures 75 and 76 are copies of user help request screens for use by a user in interpreting 
the.GUI of Figure 74. - . ! 

DETAILED DESCRIPTION OF THE INVENTION 

. The present invention will be described with reference to the drawing figures where like 
numerals represent like elements throughout 

The Himmelstein Option is a new type of financial interest being created by the present 
invention. rUtili^gHiinmelstein Opti^ 
market ("virtual market"), whereby bartere ma^ ^ 

Himmelstein Options, indefinitely, without having to possibly incur ordinary or capital gains 
taxes. Furthermore, as long as the individual who oWns a Himmelsteui Option or is in the 
possession of a Himmelstein Option does not go to settlement and "take title", the actual owner 
of the security defers a taxable event ^ — 

: The system creates web barter dollars to further its ability to facilitate a virtual market- 
Web barter dollars are the system f s currency with a unit (commodity dollar) which is preferably 
set to equal the U.S. dollar or some other standard such as foreign currency, gold etc. The 
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system, for example, uses web barter dollars to track an "I owe you'? ("IOU") to individuals 
giving up a security but not simultaneously receiving a security back. Preferably, the system ^ ' 
uses web. barter dollars to supplement or balance a barter in lieu of other currencies such as the 
U.S. dollar. Using web barter dollars or cash simplifies the matching of barter orders where 
items of unequal value are traded. 

When converting IOUs or web barter dollars to a different security, the system may 
charge a different fee based on the age of the IOUs. Forinstonce, if the IOU is to be held longer, 
the system may charge a lower percentage or lower fee to convert to U.S. dollars. Further, the 
system may charge a different fee or a different percentage based on the relationship with a 
particular individual requesting the conversion. The system and batterers may barter web bartet 
dollars for cash at different values. For example, the system may charge a fee to convert from 
web barter dollars to cash, but as an incentive provide extra web barter dollars* for cash. Should 
there ever be a need to have the system redefine or modify its definition for IOUs or web barter 
dollars, the system reserves the right (in the Agreements)) and can do so. Tor example, thd 
system may change IOLFs or web barter dollars to system funds, which are portable and permit a 
barterer to transfer shares of system funds to specific institutions without having to redeem 
shares and possibly incur a taxable event. Accordingly, those skiUed in the art ishould 
recognize that the system can be configured to perform any, and all stock market/ banking and 
financial institution functions. i j i: -ru j ^ v ; 

Referring to Figure 1, one ^bodiment of a barter system 100 is illustrated which 
utilizes a computer-based website that may effectuate; the trading of barter items, Barter items < 
are defined including, but not limited to, stock, cash (foreign or domestic currencies)* web barter 
dollars, Hh?mel?tein Options, QD's, bonds, notes, Option Put, Option Gall, - 
Commoditie^utures, Annuities, Muni Bpmi(s), Government Bonds, Funds, Strips (Zero 
Coupon Treasuries), Ginnie Mae(s), Fannie Mae(s), Freddie.M^ (Unit Investment 

Trust), T-bills and any future created or defined security, commodity or commodity money. 
Bartering different categoriesof items is supported by the system 100. For example, stocks can 
be bartered for bonds. The system 400 provides for its own "web-barter dollars? which may be 
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accumulated or traded by barters using the system 100 and are particularly useful in facilitating 
barters where items of unequal value are traded. 

The system 100 may be a web-based application or a nbn-web-based application. The 
system may operate over a private network or a public network, such as the Internet, to facilitate 
a connection with a barterer's computer. 

The system 100 preferably includes a barter website 106 which is accessed via an 
investing company website 102, or directly via the Internet using a computer such as a personal 
computer 114 or a wireless hand-held computer wife Intemet connectivity 110; Optionally, the 
system 1 00 may be incorporated as part of an existing investing company's website. 

In the case of access via an investing company website 102, the barterer uses a computer 
such as a personal computer 108, a portable computer 116 or a wireless hand-held computer with 
Internet capability 112 to select a • Barte^ icon 103 that incorporates a link 104 to the barter 
website 106. Once the icon is selected, the trader's investing company account information is 
transferred via a link 104 to the barter website 106. In this manner, the barter website 106 is 
produced with all of the relevant particulars of each item owned by the individual trader. For 
example, in the case of bonds, the website 106 preferably includes the entity that issued bonds, 
amount of bonds, market value, interest date and due date data, hi the case of stocks, the barter 
website 106 preferably includes data indicating company, number of shares, market value and 
whether dividends are reinvested. Using the link 104, the barter website 106 is transparent to a 
barterer accessing it via the investing company website 102. 

The system 100 can be further interfaced with traditional brokers so traditional brokers 
and clients without the resources to go directly "online" can barter in the same maiiCT/ 1 

While the barter system 100 supports bartering different categories of items such as : 
stocks, Himmelstein Options for stocks,, notes, Himmelstein Options for notes, bonds, and 
Himmelstein Options for bonds, an online investing company hoisting the "Barter" icon 103 can 
limit barters to certain categories of items. For example, an investment company website that 
provides online stock trading may chose to limit the barter website 106 to only stock and/or 
Himmelstein Options for stock and/or Himmelstein Option barters. This allows someone (a 
barterer) to acquire a Himmelstein Option which is, in this case, the right to own stock at a future 
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date which allows the other barterer the, ability to delay or defer the taxable event TMs^k 
accomplished by setting an appropriate filter so that only stock and/or Himinelsteiri Option is 
identified in the barter orders. Preferably, such a filter also allows use of web-barter dollars 
and/or cash which enables a wider range of barter orders to be matched and barter transactions to 
be completed. : 

Regardless of the items bartered, the barter website 106 comprise three main 
components: a barter ordering module 105, a posted barter onlerdatabase module 117 and a 
barter matching engine 118. Optionally, the system 100 may include a separate database (not 
shown) of each individual's portfolio for all securities. In general, the barter ordering module 
105 permits a trader, herein referred to as the barterer, to create a barter order that includes the 
item to be traded, the item desired and additional parameters related to the barter order. 

The table set forth in Figure 9A reflects typical parameters associated with various 
classes of items or securities to be identified in a barter order. In each barter order; the 
appropriate parameters are identified for both the item to be traded arid the item to be acquired so 
that the barter order comprises two sets of item parameters . The two sets of parameters may be 
quite different : where the two items* which are the subject of the to 
class or type. . . ; , • , ^ . .r.i • 

Each portfolio item, regardless of type or classes* may optionally be transformed into a 
Himmelstein Option agreement by defining a future date or range of dates for settlement using 
the last column in the table Figure 9A. The Himmelstein Option is posted for immediate barter, 
but is subject to the specific settlement date or range identified, i 

A Himmelstein Option permits a security to go "untier agreement" with a specific future 
closing date, (similar to a purchase of real estate). Presently, the IRS does not treat this as a 
taxable event at the time of the agreement. An individual who owns a Himmelstein Option may 
barter it again (with the same or differenttoms as the original agre 

setflementand obtaining ownerehip ofthe underlying security. Obviously, "different terms" are 
limited to a subset of terms of the original Himmelstein Option agreement that was issued. 

The "standanTJIimmdstein Option requires that the individual acquiring the 
Himmelstein Option must put up the full amount of the desired security at that time, (i.e. and 
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nothing at settlement). If the desired security is also a Himmelstein Option, providing the rights 
to acquire or transferring the rights meets this requirement It should be noted that each 
Himmelstdn option may have different future dates for settlement. The IRS may attempt to 
claim that this constitutes a derivative^ However, if an individual is bartering away a security 
and barters for a security, on future dates utilizing Himmelstein Options, they are receiving a 
derivative and giving away a derivative. Consequently, in most cases, these derivatives in 

* 

essence, "cancel out." The system 100 may further require that the barferers agree on the value 
for the Himmelstein Option should the IRS consider it a derivative. Preferably, the system sets 
the "barter value" as the default agreed upon value. 

The person who issues a Himmelstein Option or barters an acquired Himmelstein Option 
chooses the future date or range of dates for settlement and value which must be accepted by the 
acquirer. If there was a future range of dates given for settlement, it is the choice of the person 
acquiring toe Himmelstein Option to go to settiement within the specified^range. The "standard" 
Himmelstein Option automatically goes; to settlement on the final day should the person 
acquirmg the Himmelstein (Option not choose a date. The system 100 may charge an additional 
fee for the actud settlement ; ^ 

f . > When an individual creates a barter order for any security, the system 100 produces an 
Agreement of Barter, Exchange or t Sale (i.e. terms and conditions). Efarterers^ in essence, fill in 
the "blanks" of the Agreement of Barter, Exchange pr Sale.^ The system -100 may also require 
electronic signatures to accompany the Agreement or may create a parallel Agreement for each 
barterer.for simplicity and anonymity purposes. The Agreement is also with the system 100, 
providing various conditions or rights that the system 100, intennediary or designated agent(s) 
has with the barterer. • 

At settlement of transaction wmpri^ 
fiducial interest, which is the subject of the Himmelstein Option; is transferred. For stock, for 
example, settlement may require the actual transference of Stock Certificates, Preferably the 
traded stocks are not in paper certificate form so that a book entry of the stock transfer may be 
made to transfer title. - 
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Once bartered, a Himmelstein Option cannot be canceled by its creator. Himmelstein 
Options may continually be bartered without being required to have settlement Examples of a 
Himmelstein Option with appropriate parameters for each of nine different classes/types of items 
are set forth in the table of Figure 9B. Similar to Figure 9A, in Figure 9B each rbwshdWs one ' 
of the items of a barter order, i.e. an item to be barter A 
Himmelstein Optioii may be identified as a "to be bartered item" and actual stock may be 
identified as a "to be acquired item" in a given complete barter order; A Hknmelsteih Option 
may be acquired via the barter system as soon as it is posted, ri but the actual ownership of the 
financial interest, which is the subject of the option, is not transferred to the acquiring psirty until 
the acquiring party exercises the Himmelstein Option during the settlement period. 

When the barterer creates a bart^ 
referencing the barter order. The system 100 may randomly create or code barter order numbers 
so only the system 1 00 is aware of the age of a barter order and the identity of the barterer. The 
posted barter order database module 116 accumulates posted barter orders and includes the 
software to add, delete and niaintaiii the data in the database. The bartb*matching enj^e 118 
selectively matches a barterer' s barter order with posted barter orders in the database 116. 
Posted barter orders "matching" a barterer's order are displayed such that the barterer ban select a 
candidate or candidates from the displayed Usting of matching posted The matching 

process functidnally operates as a filter to display posted orders matching a selected criteria. 
Preferably, the filter is set to match the barterer's selected item to be acquired with posted orders 
having the same item to be bartered. The quantity of the selected item may also be used for 
filtering to require a direct quantity match or a match within a quantity range The barterer's 
selected item to be bartered is also a preferred criteria for the matching filter, so that postings are 
displayed of barter orders which seek to acquire the item selected to be bartered by the barterer. 
A preferred filter includes both the barterer's selected item to be bartered and selected item to -be 
acquired. Optionally, the filter may allo w both specific items of a class as well as Himmelstein 
Options for the specific items: Thus, wheie a barterer's desired item is IBM stock, posted barter 
orders seeking to barter away IBM stock or Himmelstein Options for IBM stock are displayed as 
matches. 
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The barter matching engine 118 is configurable to either match one "best 11 posted order or 
multiple posted orders with a batterer's order. The barter engine 118 can also be configured to 
use the barter website (or an entity chosen by the website) as an intermediary as explained in 
greater detail below. 

Figure 2 illustrates a typical stock and/or Himmelstein Option for stock and/dr 
Himmelstein Option barter transaction involving sample posted barter orders 204-224 stored in a 
database 21 6 of module 116 and a sample barterer's barter order 226. In this example, the barter 
order includes the stock to be bartered indicated by stock symbol 228, the quantity 230 of the 
stock to be bartered, the value 232 at which the barterer is willing to barter, the desired stock 234 
indicated by stock symbol, the value 236 the barterer is willing to barter for the desired stock, 
and .an- 1 "*" indicating the b^ership of the Himrnelstein Option for the stock instead of 
ownership of the stock itself. Preferably, the settlement date(s) are displays! for all Himmelstein 
Options. The stock values of a barter order need not be a fixed value. For example, values 
identified for several of the posted barter orders 204, 208, 212* 218-224 are based on the current 
market price of at least one of the respective stocks, Baiter order 226 indicates that the barterer 
has 45 shares 230 of Dupont stock (stock symbol DD) 228 which the barterer is willing to trade 
at a value of $20 per share 232 for Aetna stock (stock symbol AET) 234 at a value of $90 per 
share 236. If the matching criteria is set to match only the barterer's acquire item selection 
(including Himmelstein Options for the item), orf 

matching criteria is set to match only the barterer's barter item selection (including Himmelstein 
Options for the item), orders 206, 208, 216 are displayed. Ifthe matching criteria is set to match 
either the barterer's Barter or acquire item ^ 

item), orders 204, 206, 208, 21 6 are displayed. Ifthe matching criteria is set to nuitch both the 
barterer's barter and acquire item^selections (including Himmelstein O^ for the item), orders 
206 and 208 are displayed. An order combining orders 204 and 216 may also be displayed in 
that situation. "* 1 1 1 

Other criteria such as market value and the other parameters identified in Figures 9 A and 
9B for each barter item may be displayed and used for matching. For example, where barter 
value is required to be matched, if the market value of Dupont stock is $20 per share, the barter 
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engine 118 matches the order 226 with only one of the posted barter orders from database 216 
namely, with posted barter order 208 from the database 216 since this posted order 208 barters 
Aetna stock for Dupont stock at the same value prices, ■ »:-,•■ v / 

Where an additional matching parameter is set that all of an item of a barter order must 
be bartered, the Himmelstein Option for all 100 Aetna shares of posted barter order 208 must be 
bartered, hi the example, the barter matching engine 118 would then fail to match barter order 
226 with any posted order unless the barter website 106 acts as, an intermediary as described 
below. Conversely, in an embodiment where the barter orders include a minimum share barter 
parameter, the barter engine 118 matches barterer order 226 if the minimum share parameter of 
the posted barter order 208 is less than 1 1 shares. 

Figure 3 illustrates a multi-order barter selection 300 having first 302, second 308, third 
314 and fourth 320 barter orders according to the present invention. Multi-order barter selection 
may be used either when no single barter order matches are found irrespective of whether single 
barter orders matches-are found in order to find all potential available barters among the posted 
barter orders. In this example, the barter engine 118 cannot fulfill the first barter order 302 with 
a single one of the other barter orders 308, 314 or 320. The first barter order 302 barters 
Microsoft stock (stock symbol MSFT) 304 for RedHat stock (stock symbol RHAT) 306. None 
of the other posted database orders barterRHAT for MSFT, but barter order 302 can be fulfilled 
if intermediate barters are matched. The barter matching engine 118 matches intermediate 
barters using several methods. In one embodiment, b^er matclnng engine; 118 searches for a 
posted barter order having a desired stock/Himmelstein Option that matches the barterer 's 
stockyHimmelstein Option to be traded. Since posted barter order 320 lists MSFT as the desired 
stock 324 and the first barter order 302 stock to be bartered is MSFT 304, the barter matching , 
engine 118 search for the first halfof the first barter 302 A has been satisfied. However, the barter 
matching engine must find a match for the desir^ stock 306 for the first . 
must also find a match for the first half 322 of the third barter order, 320. Accordingly, the 
barter matching engine must find a transaction that satisfies the desired stock Oracle (stock 
symbol ORCL) 322 of the third barter order 320. 
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The barter matching engine 118 searches for an order that trades ORCL for RHAT in 
order to make a two posted order barter transaction. However, in the example, there is no posted 
order that trades these two stocks, so the barter matching engine 118 locates barter order 308 that 
trades Puma Technologies (stock symbol PUMA) 310 for ORCL 312. The barter matching 
engine 118 then searches for another posted barter order that trades RHAT for PUMA to find a 
transaction candidate. Barter order 314 meets this criteria in that RHAT 316 is traded for PUMA 
318. Accordingly, barterer order 302 can be satisfied through posted barter orders 320, 308 and 
314. In a preferred embodiment so as to make the multi-order transactions transparent to the 
barterer, barter matching engine 118 displays multi-order barters as a single ''phantom" posted 
barter order. The matching engine 118 creates a transaction and displays this phantom barter 
order in the list of matching barter candidates. The barterer simply selects the phantom barter 
order to finalize the multi-orderbarter transaction. In these examples, it is assumed that the . 
values and other parame^ - 

In another method for locating multi-order barters, barter matching engine 118 begins by 
searching for the barterer^ desired stock 306 first Barter engine locates barter order 314 that 
trades RHAT 316 for PUMA 318 same posted 

barter orders as above, but in the reverse order. In general, the engine 118 attempts to link 

multiple barter orders; s One of ordinary skill in the art of software prog ramming appreciates that: 

a recursive algorithm is well siuted for igeneration of such a linked list. 

The operation of barter ordering module 105 allows the barterer to enter the barter order. 
In oneembodiment of the present invention, the barterer selects minimum barter order 
parameters such as the specific stock, quantity and value price of :the stock to 'be bartered "in - - : - r 
addition to the desired stock and value price for the stock desired. Once these minimu m 
parameters are selected, other parameters are set to default settings determined by barter ordering 
module 105. In another embodiment, order parameters have interdependences. For example, a 
barterer selects a quantity of shares of a stock to be traded as 100 shares and sets the per share 
value price to $15. The total value of the stock, $1^500, is confuted by the barter ordering 
module as the product of the quantity of shares, 100, and the per share value price, $15 . In the 
case where the barterer subsequently changes the total value of the stock from $1,500 to $2,000, 



WO 02/069112 



18 



PCT7US02/06129 



the per share value price of the stock changes automatically to $20 since the value per share must 
be $20 to achievethe $2,000 total value with the 100 shares. ^ - 3 

Barter orders may be created for stock and Himmelstem Op^ 
illustrated in flowcharts Figures 4A-4E and the screen displays of Figures 5 A-5F where the 
barterer is prompted through each step of the barter order creation process.^ For bartering bthet i 
securities or financial interests, including Himmelstein Options, the bartering steps and screen 
displays aire modified to preferably accommodate all of the parameters for the classes of items - 
identified in Figures 9A-9B. 

* 

The system 100 in its most generalized configuration perriiits barters of different ; 
securities, financial interests (including Himmelstein Options)* or classes of items, i:e. 
Himmelstein Option for stocks for bonds, foreign cunrehcyiforH^ 
commodities for stocks, options for TVbills etc. Thembtfgene^ 

system 100 permits a barter to select any item in the batterer's iro^ or financial 

interest as the subject of a Himmelstein Option which is immediately available forbartenhfe 
where the title to the security or financial interest is hot actually transferred until the 
Himmelstein Option is exercised in the range of sett 

creating the Himmelstein Option. Where a barterer's portfolio includes such Hiitanelsteiri 
Options, that barterer may create a Himmelstein Option of the Himmelstein Option in which case 
the range of settiement dates would be with^ 

Himmelstein Option. : ! ' c'xy . 

In the example of Figures 4 and 5, barter website 106 is accessed via an online stock 
trading company that limits bartering to stocks, Himmelsteih (Jptibris for stock, cash^web* barter 
dollars and combinations thereof. The flowchart of Figure 4A begins after the trader selects 
"Barter^ 5 icon 103. Accordingly, barter ordering module 105 has received from the online stock 
trading website a barterer's list of currently owned stocks, Himmelsteih Options for stocky web ■ 
barter dollars and ciash in the barterer's portfolio as well as the quantity and other specifics of 
these securities via link 104. At step 402 Figure 4A, the website displays all' of the bartered 
stock, Himmelstein Options for stock, wbb barter dollars and cash available for baiter. In step 
404, The barterer selects from the displayed items in step 402. In the embodiment of Figure 
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5A, a symbol 502 representing a selection of the barterers portfolio of stocks, Himmelstein 
Options for, stock, web barter dollars and cash is displayed. The barterer selects, the downward 
triangle 501, to display all available stocks, Himmelstein Options for stock* web barter dollars : 
and cash as. shown in 503,; an * indicating the ownership of a Himmelstein Option for the stock 
and date or v range of dates for settlement instead of ownership of the stock itself. Preferably, 
blanks are provided to indicate an indefinite opening or closing for the Himmelstein Option 
settlement period. For example, the DuPont Option, DD* is depicted having an indefinite 
closing date. ,; ■.. \ ■ ;z- ■ • 

The system preferably further indicates if the bartCTer's: security is currently included in a 
posted barter order requiring the barterer to cancel said posted barter order prior to selecting the 
security, for a new batf erorder. Optionally, an alphabetical list of companies and/or stock 
symbols is displayed for alphabetical searching and/or the portfolio quantity 504 of the stock is 
also : displayed. The barterer may enter the selected item 502 by typing it in. Preferably when the 
barterer begins typing the name or symbol of the company, the barter ordering module locates 
the first listed item thatmatches the entered characters: Alternatively, the portfolio is displayed 
for selection via an array of pull down menus 507, each displaying one class of the items of the 
barters portfolio. ? ; r c c i v 

Once the-bartererlocates and selects the item to be traded, the total quantity of the 
selected item in jhe barterers portfolio (as may be provided by the online stock trading website) 
is automatically displayed in step 406 of Figure 4A as the quantity, to be bartered. At step 408, 
the barters can modify the quantity to be bartered 410. As shown in Figure 5A, the quantity 
504 can be modified via selection of the directional arrows 505 or the barterer can enter a new r 
quantity value. In either case, in this embodiment the barter; order module 1 05 does not allow a 
quantity value that exceeds the quantity owned by the barterer. Alternatively, the system 100 
may be configured to permit the barterer to select a range of quantities to be bartered. For 
example^ the barterer may specify a range such as 50-100 shares for barter. * 

Preferably, the barter; ordering module 105 has access to trading prices at step 412 of 
Figure 4A, so that the trading price of the selected stock is displayed along with the time and 
date of the trading price as illustrated in display section 506 of Figure 5 A. A fixed per share 
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value of the stock or Himmelstein Option 508 of Figure 5B is initially set to the trading price. If 
barterers are trading away cash or web barter dollars; the system 100 in that instance may 
rearrange the screens and prompt.the security being barteted? for prior to promptirijg the cash or 
web barter dollars being traded away. As one skilled in the art will realize, the fields which are 
not applicable to cash or web barter dollars are modified to properly reflect vtiiat is being 
bartered. At step 414 of Figure 4A, -the barterer can elect to trade at the displayed trading price ' 
or select a new barter value 416. As Figure 5B illustrates, the barterer can change the default l} 
fixed per share value 508 or select the value of the stock to be bartered based on the fluctuating 
stock trading price by selecting block 510.- / : :i ^ L ; 

By selecting the fluctuating value price; the value fluctuates until a barter transaction is 
finalized by a subsequent barterer who selects the barter order. For example, if IBM stock was 
trading at $115 per share and the barterer selects "barter at current stock trading price", the barter 
price would be $1 15 per share if the trahsactiori occurred instantaneously. However^ if ttie barter 
transaction occurred two weeks later and the stock-trading price dropped to 
would be the barter value price. Likewise, if the stock-trading price went up, then die barter 
price would be that higher price. ; : - ? ■ ..■»-,•/. V , i 

Optionally, the barter value can be based upon the current stock trading price plus or 
minus a certain value or percentage in step 416 in Figure 4A and at step 51 1 in Figure SB or the 
barter value camrange around a fluctuating trading price specified as either a value amount or a ; 
percentage of the fluctuating trading price. To do this the barterer selects a range around the 
fluctuating stock value as illustrated in Figure 5B at 512, 518. The range can be a value amount 
514, 517 or a percentage of the fluctuating trading price 516, 519. By selecting boxes 512 or 518, 
the barterer selects whether the range is added to or subtracted from the fluctuating value. For 
example, if the range was set to plus 1 percent at step 416 (by selecting box 512 and entering 1% 
in box 51 6) and the market price for IBM stock to be bartered; at the time of the baiter 
transaction was $115 per share, a posted baiter order with a value price between $115 arid 
$1 16.15 would match the bartered order. A barterer may issue a Himmelstein Option to barter 
away IBM stock as low as minus 9 percent of the $1 15 IBM market price by checking box 518 
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and entering 9% at box 519 so that a posted barter order with a value price between $104.65 and 
$1 15 would match the barterer's order. 

Once the value of the item to be bartered is selected in step 416 of Figure 4 A, the barter 
ordering module displays at step 418 of Figure 4B the total barter amount and the percentage or 
dollar amount of the value, price in relation to the available market price per share in Figure SB, 
at 520. Should a range of value price be selected^ the display 520 is modified to reflect such,! In 
the example of Figure 5B, the barterer can change the barter value 520 by clicking on a 
"change" icon 522 and going through the appropriate steps or accept the value 520 by clicking on 
a "continue" icon 523. This is also shown at step 420 of Figure 4B. 

At step 422 of Figure 4B, barter order fee amounts are displayed. Fee amounts, as 
illustrated in sample screen display lines 524 and 526 of Figure 5C, are determined based on 
whether the barter order is to be posted to the barter order database 524 or the barter should 
occur with the barter website directly 526. 

At step 424 of Figure 4B, the barterer selects the time in which the barter onlet is valid. 
As illustrated in the embodiment of Figure 5C, timing options 528 are displayed once the barter 
selects the down arrow. The five options are: 

1) day only; 

2) good until canceled; 

3) fill or kill; . 

4) immediate or cancel; or * 

5) only view the current posts. 

The "day only" options means' that the barter order cam be posted tothe'posted l^arter* " 
database only until the end of the day. Thereafter, the barter order is expunged from the posted 
barter order database. The "good until canceled" option means that the barter order remains 
posted to the posted barter order database until it is canceled by the barterer. If the "Ml or kill" 
timing option is selected, the entire quantity must be filled or the barter order is canceled. With 
"fill or kill" timing, the barter order is not be added to the posted barter order database, but the 
database is searched for a match. Similarly, a barter order is not added fo die posted barter order 
database if the "immediate or cancel" timing is selected. In this case, a posted barter order for 
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onry part or me oarterer's quantity matches the batterer's order: The last tuning option, "only 
view the current posts", never adds the barter order to the posted barter order database. Instead, 
the barter matching engine 118 displays the current matches found in the posted barter order 
database. . .. . 

At step 426 of Figure 4B, the barterermay select special conditional parameters. The 
available special conditions are "minimum quantity," "do not reduce," "all or hone," and 
"deferred settlement." The display portion 530 of Figure 5C iUustrates one means of selecting 
special conditions. In this embodiment, the barterer may select one of the conditions by 
selecting a corresponding box. If the minimum quantity condition is selected, the barterer then 
either adjusts the display quantity via the arrows or enters a minimum quantity value. The 
default ininimum quantity may be set to equal the barter quantity 504; Selecting "do not reduce" 
means the per share value will not be reduced even if the transaction date is the stock's dividend 
date. If the barterer selects the "all or none" option, all barter matches must barter the entire 
quantity of the stock to be traded away ; ... • 

Selecting the "deferred settlement" condition creates a Himmelstein Option of the item 
being bartered. The barterer is then required to identify open and close settlement dates, which 
may be the same. If the barterer is already bartering a Himmelstein Option, the barter ordering 
module 105 automatically selects "deferred settlement" and displays the date used by the original 
creator/issuer. The barterer may modify the dates as long as the modified dates are within the 
range of dates used by creator/issuer. Optionally, at step 531, Figure 5C the barterer may enter a 
subsequent amount of the security or a different security to he provided at settlement. As 
hereinbefore described, the system will prompt barterer to include minimum criteria to clearly 
identify the security and the value. 

At step 428 of Figure 4B, if the desired security is stock, the barterer selects between 
three choices for the desired stock with respect to a dividend reinvestment option. Accordingly, 
the barterer chooses between: 1) the stock must have a dividend reinvestment program; 2) the 
stock must not haye a dividend reinvestment program; or 3) accept new stock with or without a 
dividend reinvestment program. In the embodiment iUustrated in Figure 5D, the barterer selects 
the desired option by selecting the corresponding box in section 532; 
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At step 429 of Figure 4B, the barterer chooses the type of barter they wish to transact, 
(i.e. a direct barter only or permit the website to act as the barterer or use an intermediary if a 
direct barter is not available). The barterer can request a direct barter with an order from the 
posted barter database at a first fee rate, or in the alternative for a second fee rate, the barterer 
can request the website to be the barterer. The first and second fee rates may be the same or 
change independent of each other. At times to promote automated website bartering, depending 
on the securities to be bartered, the second fee rate may be set at a relatively low rate, or it may 
be set to a premium rate for the automated service. According to the embodiment illustrated in 
Figure 5D, the barterer selects the type of transaction in section 534. 

FoUqwing the selection of barter type, step 429, posted barter orders may optionally be 
displayed 430 based on matches of posted order "to be acquired" items with the batterer's "to be 
bartered item." In the case of a direct barter, a trade can be displayed immediately if a match is 
found in the database, or the barterer can complete and post the order to the database and await a 
match from a subsequent barterer.:, In the case of a barter with the website, the transaction is 
displayed immediately provided the website can buy or obtain the stock, Himmelstein Option, 
web barter dollars or cash desirecLby the barterer. Here, the website uses a predetermined 
formula including taking into account the relationship with the barterer to calculate the fee for 
this type of transaction. . 

The barterer selects the desired stock, Himmelstein Option, web barter dollars or cash 
price to acquire for the barter order at step 431 of Figure 4B. If the barterer's desired security is 
a stock, Himmelstein Option, web: barter dollars or cash, the barterer checks the appropriate box 
in display 537 as illustrated in Figure 5D. Optionally; if the barter^s desired security is^stbck, r 
the system 100 displays all stock and Himmelstein Options for the desired stock in the database, 
allowing the barterer to accept a Himmelstein Option in lieu of actual stock. In a manner similar 
to that of selecting a stock to be traded from the barterer's portfolio, stock symbols 535 are 
displayed upon selection of a down arrow. Optionally, the barterer can select from a list of 
industries 536 wherein the stock symbols 535 are filtered to list only those related to the selected 
industry. Alternatively, a merged alphabetical list of companies and/or stocks is shown for 
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alphabetical searching. Additionally, the system 100 can be configured to show Various 
companies (in a predefined sort) including the symbol and predefined financial information. 

If the batterer chooses a stock or Himmelstein Option, by selecting it, the system 1 00 
displays the symbol 535 pertaining to the chosen company. Next, in step 432 of Figure 4C the 1 
barter ordering module informs the barterer of the available stock trading price of the desired 
stock/ffimmelstein Option, along with the current date and time. One method of displaying the 
price is illustrated in Figure 5D at section 538. ? 

The barter value of the desired item defeults to the available stock trading price at section 
540 of the display of Figure 5E for stock, or Himmelstein Option. Further, if the system 100 
had a barterer trading a stock or Himmelstein Option for cash or web barter dollars, the system 
100 may prompt in 540, the stock trading price of the stock or Himmelstein Option being traded 
away. The barterer can accept the displayed value at step 434 or select a new value at step 436 
of Figure 4G. In the display of Figure 5E, the desired stock value for stock or Himmelstein 
Option can be selected similar to that of selecting the stock value to be traded. The barterer can 
select a fixed value using box 540 or a value plus or minus the stock trading price (similar to step 
511, as shown in Figure 5B) or a fluctuating stock value range in section 541 in a manner as 
described in connection with 510-519 of Figure 5B; The stock Value can range around a 
fluctuating trading price specified as either a value amount or a percentage of the fluctuating 
trading price. Thereafter, as indicated in the flowchart of Figure 4C at step 438, the total desired 
barter amount and percentage or dollar amount to the stock trading price is displayed as 
illustrated in sample display 542 of Figure 5F. At step 440 of Figure 4C, the barterer can 
change the barter value of the desired item which steps can be implemented by ciickmg the " 
"change" icon of display section 542 of Figure 5F. 

At step 442 of Figure 4CV the present invention assists the barterer in detennining 
whether the barter order is financially advantageous to the bartere* Several ratio formulas, 
termed Himmelstein; Value Ratios, are provided to assist the barterer. In the embodiment of 
Figure 5E at section 544, the barter ordering module selects the specific formula and the 
Himmelstein Value Ratio is displayed. •■ The barterer may then change the barter order per step 
444 by selecting a change icon in section 544 of the display Figure 5F. 
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In an alternative embodiment, the barterer selects the desired formula after receiving help 
text describing the formulas. Regardless of the method used to select a particular formula, there 
are three preferred formulas: - 
Value Ratio • 1) • (x/y)/(a/b) 

ValueRatio 2) (a/b)/(x/y) 

Value Ratio 3) (b/a)-(y/x) 

where: a = value price for security/Hinimelstein Option desiredto trade away 

b current security trading price for security/Himmelstein Option desired to 
trade away 

x = value price for sec^ty/Himmelstein Option desired to obtain 
■ y ~ current security trading price for STCurity/Hinmielstein Option desired to 
obtain , 

For example, using Himmelstein Value Ratio 2, a barterer owning Goke stock or Coke 
Himmelstein Option is willing to barter it away at a value of $65 per share, and Goke is currently 
trading at $67: on the stock market. If the barterer desires to barter for IBM stock, or IBM 
Himmelstein Option at value of $ 1 1 0 per share and the stock is currently trading at $ 1 1 5 per 
share onthe stock market, the value ratio formula is: ((65/67)/(l 1 0/1 15)) = 1 .014, which means 
that if the barterer trading Coke stock/Coke Himmelstein Option for IBM stock/IBM 
Himmelstein Option chose to complete the transaction, they will gain, 1.4 percent In essence, in 
this formula anything less than 1 is a stpck/Himmelstein Option barter transaction that loses 
value and anything greater than 1 is a transaction that gains value. This formula is important to 
understand the relationship between the value of the stock/Himmelstein Option that is being 
traded away and the stock/Himmelstein Option that is being obtained. In lieu of displaying the 
value ratio, the system 100 may display the actual percentage of increase or decrease after 
interpreting the value ratio. Variations of the above formulas may also be used. Any 
Himmelstein Value Ratio formula may be modified by adding or subtracting a predetermined 
value or variable. For example, Formula (a/b)/(x/y) may be changed to have the value 1 n 
subtracted to it making the new Formula (a/b)/(x/y>l . If Himmelstein value fonnula (a/b)/(x/y> 
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1 is greater than 0.00 then to what extent greater is the percentage of profit, which in the above 
COKE/IBM example is 1.4%. Any Hinimelstein Value Ratio formula may be modified by 
multiplying or dividing a predetermined value or variable. For example, formula (a^)/(x/y) may 
be changed to have the variable "y/x" multiplied to it making the new formula (a/b)*(y/x) or 
(y/x)*(a/b). If Himmelstein value formula (a/b*y/x) is greater than 1 .00 then to what extent 
greater is the percentage of profit, which in the above COKE/IBM example is 1.4%. Any 
Himmelstein Value Ratio formula may be modified by having both a predetermined value or 
variable added or subtracted while at the same time multiplying or dividing by another 
predetermined value or variable. For example, formula (b/a)-(y/i) may be changed to have the 
value of "1" added to it and have the variable "-1 " multiplied to it making the new Formula ((- 
b/a)+(y/x))-l or ((y/x)-(b/a))-l . If Himmelstein value formula ((y/x)-(b/a))-l is greater than - 
1.00 then to what extent greater is the percentage of profit, which in the above COKE/BBM 
example is 1.4%. 

For securities such as CD's^bonds, annuities and goveriuheht bonds that provide an 
interest rate/cunerit^ 

from that present day forward to be earned, factoring in the type of interest arid adding same to 
all applicable variables (i.e. b or y) in the above stated formula^. For tlie securities Stated above, 
the barter order module may require the settlement date t6 be the same date as the diie/maturity 
date. In other words, the variables in the above formriai ^ 

a = value price for security/Himmelsteih Option desired to tradie away. 

b == current security trading price for securityHimmelstem Option desired to trade 

away, plus future interest income from ^ day forward to bb earned, but 

not paid, before the earliest settlement date of the securities being bartered. 

« - • * 

x^ value price for secimty/Himnielstein Option desired to obtain. 

y= ctiiriehf security trading p^ 

plus future interest income from that present day fomaid to be earned but not 
paid, before the earliest settlement date of the securities being bartered 

For baiter items or securities such as CD's that do not have a current trading market, the 
system 100 can also calculate the accrued, not paid, interest from issuance up to the present day! 
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In other words, the variables b and y in the above formulas in such instances are modified as 
follows: , :*\ . 

b = system calculated security trading price for security/Himmelstein Option desired 
to trade away includes the following: 
original purchase price or face value of barter item or security plus, 

- accrued unpaid interest income from issuance up to the present day plus, 

- future interest income from that present day forward to be earned, but not paid, 
before the earliest settlement date of the securities being bartered. 

y = system calculated security trading price for security/Hiinmelstein Option desired 
to obtain includes the following: •"■ ^ 

v- original purchase price or face value of baiter it^n bir security plus, 
t accrued unpaid interest incoine, frorn issuance up to the present day plus, 
: .-■ future interest income from that present day forward to be earned, but not paid, 
before the earliest settlement date of the securities being bartered. 
, Optionally, for securities such as CD's that do not have a current trading value, the 
system 100 may have the applicable variables (i.e. b or y) include the original purchase price or 
face value plus aiccrued interest income, excluding future interest income so that the system 
provides a Tcurrent day" value. The barterer miy select the desired fdrmula, including the 
definitions of b and/or y for each security in a barter transaction after ^ receiving help tekt 
describing how each variable may optionally be defined in the formulas. 

If the securities being bartered have different due/maturity dates, the system IftO may use 
the present day to the earliest settlemCTit date'as ; the pmod of time to 
be earned, calculating each securities 1 actual interest rate/current yield, fectbring this type of 
interest, and adding same to the respective variables (Le. b or y). To ascertain a more accurate 
value ratio, when one security has interest income, such as CD's, and another security does not, 
such as stock, the system may include or exclude interest income from the value ratio formulas 
depending on die formula chosen by barterer/systean. The system! 00 may disclose alnd or 
incorporate the actual formulas) used to ascertain the value ratio into a finalized transaction 
agreement 
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Where no conventional market value is available, the system 100 may be configured to 
examine posted barter orders or develop methods or new formulas to determine a current trading 

Referring to Figure 4D at step 446, the barterer can review the barter order prior to 
submission of the order to the barter matching engine. As illustrated in the embodiment of 
Figure 5F the barter order module lists at section 546 the terms and conditions before the 
barterer submits the order by clicking an appropriate icon 548, Alternatively^ the barterer may 
decide to terminate the barter order creation by clicking a "QUIT"; icon 549. ; -> ■•> 

Once the order is submitted by the barterer at step 448 of Figure 4D, me matching engine 
searches the website database for a barter order or in an embodiment where the engine matches 
multi-order barters, multiple barter orders to satisfy the submitted order. If no match is found at 
step 450, the barter matching engine determines whether the order should be posted to the 
database 452 based on the timing selected at step 424 of Figure 4B. If the order should be 
posted, the barter order database module 116 posts the order to me database. 

After the barterer clicks on the 'Icontinue/agree" icon 548, (and depending on the timing 
chosen), the system 100 in accordance with Figure 4D posts the barter as an available 
transaction 452, 456 and/or finds and displays "matching!' posted barter orders 450, 454: via die 
screen display iUustrated in Figure 6. The "matching" in the preferred embodiment includes 
matching the barterer's desired item and barter items with the barter and desired items of single 
or multiple combinations of posted barter orders where any matched Himmelstein options have 
overlappkig settiement dates, .-. • .... ....... • 

Where posted barter orders are displayed, preferably the barter orders are listed by the 
lowest share price of the stock or Himmelstein option that the barterer wishes to acquire such as 
in display section 610 of Figure 6. If any one of the available barter orders requires theprice to 
fluctuate with the stock market, the display is preferably continually updated so that the prices 

as possible. The screen also displays the order number, ^ 
symbol, share price, ratio to stock trading price, value ratio, number of shares ; vbartef amount, 
barter price fluctuate with stock trading price, special conditions, timing, and dividend 
reinvestment criteria. 
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If the indiyiflual decides that they are willing to barter away some or all of their selected 
portfolio stock/Himmelstein option for one or more barter orders listed, they select to do so 458, 
of Figure 4D (or as long as they have more barter amount available) by simply clicking on each 
order, (i.e; choosing first preference then second preference, and so on). Each time an order is 
chosen, the system 100 peamts/r^ui^ revise their original quantity, and value 

price in the stoptflimmelstein option for which they desire to trade away in the barter, thereby 
requiring the individual to accept the prices* and the amount of stocMfimmelstein option 
received in return from the barter order, that they had selected When a posted order is chosen, 
the system 100 enters the coire^ondinginformation in a table on the screen to notify the 
individual of the transaction number, number of "shares trading away" with item price, number 
of "sh^es receiving", with item price md barter ^ount with tot^s at bott 
reflected in screen table 620 of Figure 6. For cash and web barter dollars, the fields which are 
not applicable remain blank. Optimally, the system may display in 620, the after date and before 
date for Himmelstein Options being acquiredcor bartered. 

Each time a transaction is chosen, the system 100 reduces the value for "amount of barter 
left" in a display box, 622. If an individual has less than ah available barter transaction, (with ho 
special pop<Ktiqra^ 

system 100 shows .the number of shares for which the barter is permitted: Upon selecting each 
order, the system 100 shows the residual amount in a display box 624 and presents three choices 
460: 1) hold stoclo^Bmmel^ein option in escrow; 2) donate the stock/Himmelstein option; and 
3) purchase other stock/Himmelstein option. If any of these choices are chosen, the system 100 
displays additional screens to,conq>lete flie above tasks! Optionally, the syst^l00"may"aUow 
the barterer to convert the residual amount into web, dollars, which are added to the barterer's 
portfolio after the transaction is completed* 

Additioiially, when a barter order is chosen, the system 100 "locks" the barter order, 
including the price, to the individual for a predetermined duration. A display of the time 
remaining to complete the transaction appears in a "time remaining" display box 626. Should the 
time expire, the system 100 provides two options: 1) finalize transaction; 2) or lose transaction 
in "X" seconds, with seconds decrementing on screen. The system 100 may, if desired, inform 
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the individual that someone else is looking at the same barter order arid may inform other users 
that there are pending barter orders which may come available. : - 

Upon the individual reviewing available barter orders and deciding What they want to do, 
(i.e. accept one ormore orders or none), they proceed by choosing one of the following four 
icons 631-634: 1) clear; 2) change barter orderr3) firiahze transact 
transaction but display more barter options. Each option leads to the display of additional 
screens to complete the selected task as indicated in Figure 4E. - •■ -^-f 

. m addition to uie main bartering screens, the system 100 may include pop-up screens to 
show "history" of past barter transactions and to show petforrharice on how a security is 
performing, and the current value ratio formula provided from past tnmsaction(s). If an 
individual bartered away Himmelstcin Option(s) that have not gone to settlement, the system 
provides a screen selection showing the security or securities; the range of settlement dates 
allowed and preferably includes all of the criteria or information in the actual barter transaction. 

The system 100 exhibits other special conditions such as if the value ' of a s&^tyfalls, 
the system 1 00 may require barterers to barter some; or all of a security back; an election to 
require that the value ratio must stay within a specified range for a specified time or trigger an 
action by the. system 100 such as a penalty, or forcing the individuals switch some of all security 
back, etc.; and the entry of multiple securities or symbols, and corresponding value prices, and 
permit the system 100 to automatically take the best value ratio as long as value ratio is over a 
specific number, (i e. such as 1 .00) set by the barterer and the system 100 autorhatically 
completes the transaction if posted barter orders exist meeting that criteria: 1 "' 

The system 100 may be prograrnmedito automatically purchase security within a " 
predetermined value range when a barter order is posted or market values change; complete a 
barter transaction for the barter order and sell the acquired security While charging an appropriate 
fee. The system .1 00 may act as a negotiator between barterers, sendmg each an e-m^ 
otherwise notifying them when the search engine discovers potential matches among barter 
orders. The ;system 1 00 may permit access by individual barterers to the identity of barterers ' 
who have posted "matching" barter orders to allow them to negotiate directly between 
themselves through e-mail or otherwise; The system 100 may require e-mail sent through it to 
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purge "identity" (i.e. ensure anonymity). The system 100 may create an e-mail subsystem 
allowing individuals interesting in bartering to enter limited pertinent information into the blanks 
of the agreement being presented to one another only identifying the individuals by the order 
number that was created by the system 100 when it originally posted the barter order. This is 
referred to as an "offer to purchase." The system 100 may lock the individual's security being 
offered for a specified time allowing the individual receiving the offer time to accept, modify, or 
reject the offer. In other words, the individual making the offer cannot back out unless the 
person receiving it fails to respond within the time frame, modifies it or rejects it. 

The system 100 can also be configured for telephone access so that all functions that one 
may do online may be done ova* the telephone. Additionally, pre-approved individuals can be 
permitted to barter for securities (which the website holds in escrow) prior to bartering their own 
securities; 

in the generalized version of the barter system, various types of barters may be 
implemented as schematically illustrated in Figures 7A through 7E. 

Referring to Figure 7A, a two party exchange or direct barter is illustrated. For example, 
Individual "A" barters directiy wilh individual "B" effecting an exchange of securities, X and Y 
respectively. Example, Individual "A" issues or posts a Himmelstein Option to barter 100 shares 
of AOL worth $1,000 (Stock "X") for 200 shares of IBM worth $1,000 (Stock "Y") after 
01/01/00 and before 02/01/05. Individual "B" accepts the Himmelstein Option effectuating an 
agreement to immediately barter 200 shares of IBM for the rights to acquire 100 shares of AOL 
in the future. A receives the 200 shares of IBM from B and irrevocably commits A's 100 shares 
of AOL to be transferred to B or B's designee 1 at any time settlement is demanded between ~ " 
01/01/00 and 02/01/05. , 

In the event the barter transaction is not an exact match in value, the system 100 may 
balance the barter transaction by allowing one barterer or the other to pay cash, provide web 
barter dollars, offer a different security, such as a Himmelstein Option on a different security, or 
allow the barterer to acquire more of the particular security that they are bartering. ^ 

Referring to Figure 7B, a two party exchange with an intermediary is illustrated. For 
example, Individual "A" barters with Individual "B" to trade away security X and acquire 
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security Y through an intermediary. If a match is located but the values are not equal, the 
intermediary may retain the excess security and supplement the barterer bartering away the 
greater value security with cask, provide web barter dollars, a different security, such as a 
Himmelstein Option on a different security, or acquire more of the desired security (by first 
acquiring such). ^ 

The intermediary either obtains additional cash* a security, such as a Himmelstein 

» • 

Option, or more of the desired security, such as a Himmelstein Option from the other barterer 
and/or from a third party (upon which the intermediary reciprocates a security, such as a 
Himmelstein Option, cash, or web barter dollars). For example, using the same values above, 
Individual "A" issues orposts a Himmelstein Option to barter 100 shares of AOL for 200 shares 
of IBM. Individual "B" has 100 shares of IBM that he would like to barter for the rights to 
acquire 50 shares of AOL in the future. The intermediary keeps the Himmelstein Option for 50 
shares of AOL and acquires the additional 100 shares of IBM and completes the exchange with 
individual A. .. * 

Figure 7C illustrates a three party transaction with an intermediary. Individual "C 
barters away security Y to receive security X; The intermediary,: which may be the barter 
website, identifies Individuals "A ,? and"B" to complete the transaction; Individual A sells or 
barters security X for cash arid Individual B buys or barters security Y for cash. The cash 
amounts may or may not be equal, but Individuals A, B and C may incur a service charge from 
the intermediary/website for the service provided. In lieu of cash, web dollar credits are 
preferred where the website acts as intermediary. In another embodiment; the system 100 may 
allow the barterefs to barter away their securities or financial interest at a different time' tha£T 
when they receive a security or financial interest. This is a "Deferred Exchange." 

Figure 7D illustrates a three party transaction without an intermediary. In this example, 
barterer "A" receives cash for security or financial interest X. Batterer "B " receives security or 
financial interest X in exchange for security or financial interest Y. Barterer "C" receives 
security or financial interest Y for the cash which is received by barterer A. 

Figure 7E illustrates a two party exchange with an intermediary. Barterer "A" wants to 
exercise a Himmelstein Option (i.e. have settlement and take title) to own the security in the 
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Himmelstein Option. In this illustration, the system 100 may require in the Agreement that to 
exercise the Himmelstein Option, the barterer must do so through the system 100. Barterer A 
trades the Himmelstein Option on financial interest X for the actual interest X to the 
intermediary. The intermediary acquires the interest X from source B in exchange for 
consideration Z. The intermediary then maintains Himmelstein Option for X in its own portfolio 
for future bartering. Z may be web dollars or some other security or interest acquired by the 
website in a similar maimer. Alternatively, if the value of Z is more than the Himmelstein 
Option for X* the system 100 allows Barter "A" to exercise the Himmelstein Option (i.ei have the 
settlement oh security X). V 

Where the system 100 or a designated entity acts as an intermediary, a barterer can creaite 
a barter order that does; not require a security at the same time it barters away its own security. 
For example, an individual may aUow their security to be bartered for an interest of equal value, 
which the barterer can identify at a later time. The understanding being that the barterer can defer 
the completion of the transaction by the website or a designated entity acting as intermediary. If 
another barterer accepted the barter order terms, the funds for the transaction are immediately 
placed in an escrow account For example, if the current tax law permitted, the systeni 100 
would allow W X" number of days to chbose a particular security and "X" number of additional 
days to actually acquire the new security. Therefore, the website or a designated entity may hold 
the securities in escrow as a third party. The website or a designated entity may, upbn being 
directed by the barterer who has funds in escrow, acquire a specific security to complete the 
barter. In this embodiment^ the system 100 may continually update the barterer with respect to 
the secunty such as stocks (re: stocks that the individual informed the system that they were 
interested in) with respect to tlie current "clbsest" matches for a specific stock or range of stocks 
that exist in the database system, based on the value ratio fohnula(s) that were previously defined 
herein. This can be done by either e-mail, phone, or when the barterer accesses the website. 
While online, the system 100 may continually update the closest matches, thereby permitting an 
individual to either ignore, choose one, or choose multiple ones. If the individual chooses a 
match or several matches, with excess remaining funds, these excess funds are held in escrow. 
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The system 1 00 may be configured to only barter Himmelstein Options or the future ; 
rights. Reiterating, a Himmelstein Option is an agreement given by the individual that owns the 
barter item or security, an irrevocable right to another party that after a specific date and before a 
specified date, this party has the right to "go to settlement" and acquire the barter item or 
security. Further, the Himmelstein Option; allows the party in possession or any party currently 
in possession to barter said Himmelstein Option, i.e. transfer said rights for settlement. Barter 
order parameter then include an "after date^ 

exercised and an "expiration date";that the Himmelstein Option expires. The expiration date 
may be an indefinite date. For example, barterers may do this to diversify their portfolios where 
they do not have the right to sell a security immediately, (such as via: a preexisting agreement 
with ^n employer company) . If the security is unregistered* the system can, after the holding 
period, directly process the stock with a designated, ti^sfer agent in order for ^^i^^ be allowed to 
be transferred, i.e. go to setflement. ; to this : instance, onlyHimmelstein Options are able to be 
immediately bartered since the barterer cannot transfer the security until after a specific date. 

The Himmelstein Option value and security value may be; different, and usually would be 
different if the Option expiration date is a specified date and not open or 

"indefinite" Both dates and values are preferably displayed for matching bart orders in a 
manner similar to the display of Figure 6. 

Acting as an inteimediary, ,the system 100 can hold a barter item or security in a trust 
account i£ or -until, someone exercises a Himmelstein Option to acquire it A barterer posting a 
Himmelstein Option barter order chooses the after and expiration date w^ 
within the terms of their Himmelstein Option if they are not the actual owner of the security. 
The system 100 may prompt the expiration date as "indefinite", with the barterer who is creating 
the Himmelstein Option away having the ability to modify the Himmelstein Option barter order 
with a specific date. The yatye of th<^ Option" is, worth less if there is an 

expiration date, at which time the Himmelstein Option no longer exists. If the barter item or 
security subject to the Himmelstein Option is held in trust by the system 100, the system returns 
the item or security upon expiration date to the barterer who had offered the Himmelstein Option 
or the party who settled the Himmelstein Option and obtained "title." The purpose of the system 
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100 holding the security "in escrow", or in trust, is to ensure that a barterer acquiring a 
Himmelstein Option has a complete assurance that their right of ownership is "guaranteed'* 
should they exercise it at a future date. The system 100 has the ability, (if it were a security such 
as stock or a mutual fund), to include or exclude the dividends, long term gains and losses and 
short term gains and losses. If the dividends, long tenn gains and losses, and short term gains 
and losses were included, at the end of each tax year, the 1099-DIV and gains and losses issued 
may be transferred to the system 1 00 as the "nominee" which may in turn, make the "nominee" 
the individual who had obtained the Himmelstein Option or the rights of ownership to the 
security. v c 

: Himmelstem having an "after date" and an "expiration date" when settlement 

can occur has a number of benefits for individual barterers. A barterer bartering away securities 
can ensure that a sale occurs after the barterer has owned the security more than one year so that 
any income is taxed at capital gains rate instead of ordinary income rate. If a barter works for a 
company that requires them not to sell the security for a specific time period, but the barterer 
wants to diversify their portfohp, the system 100 aUows them to 

The system 100 has other advantages. For example, incorporating the security stock into 
a Himmelstein .Option that is bartered removes uncertainty (Le. future risk); This is b&ieficial in 
many instance^. For example, successful, educated investors desiring to decrease their stock 
portfolio can recognize this benefit and utilize the Himmelstein Option to reduce their stock 
portfolio in a controlled manner. 

Since f the system 100 allows securities, such as CD's to be incorporated into a 
Himmelstein Option, if one wanted to become liquid prior to maturity,"bne can barter away ^ 1 
Himmelstein Option on the CD in lieuof incurring a penalty for early redemption. The net value 
of the Himm elstein Option issued is logically set by the barterer to be less than the penalty. 

Tfy? system 100 is preferably configured to. internally track all individual rights when 
acting as an intermediary or escrow. If a barterer wants to "cash but", the system may permit 
them to barter their securities including a Himmelstein Option away for cash, or alternatively 
require them to exercise their Himmelstein Option and then sell their securities that they 
acquired. 



WO 02/069112 



36 



PCTYUS02/06129 



For tax purposes, the system 100 can require a barterer to transfer with the security their 
estate exemption (or a portion thereof) up to the allowed estate exemption amount (which is 
currently $625,000) as a gift. In this case, the'barterer is riot entitled to this at death; When that 
individxial receives a security in return, the individuals from whom the security came would also 
have given an estate exemption. Also, the system 100 can be configured to utilize the gift tax 
exemption. In essence, allowing a barterer to gift up to the maximum non-taxable amount 
which is currently $10,000.00* to each and every individual that they barter with at which time 
they receive the same amount back in the security such as cash as "a gift". This requires all gift 
transactions to be less than or equal to $ 1 0,000. 

If Section 1031 of the Internal Revenue Code of 1986 is amended to include securities as 
defined earlier, the present system can be configured to effectuate a tax-deferred exchange 
should one or both bartering parties desire such. Further, the system 100 can be adapted, 
modified or changed to utilize or capitalize on any existing or future tax laws: 

Per the S .E.C., barter transactions or transfer of rights are not registered. Thus, this 
system permits bartering in a discrete and/or anonymous manner, (i.e:, not informing the public). 
However, the system 100 is preferably configured to coriipile historical barter information 
regarding barter transactions of each barter. Additionally, the system 100 may be modified to 
meet S.E.C. regulations, if required. iTerms and Conditions ma Himmelstein Option can include 
contingencies for settlement For example, a Himmelstein Option may be bartered with a 
contingency that for settlement it must meet SEC approval. 

The present system permits any type of securities or financial interests to be bartered, 
including but not limited to CD's, stocks, bonds, notes, evidences of indebtedness or interest, 
interests in a partnership, certificate of trust or beneficial interest* etc. The system 100 can 
interface with or bemcorporated as part of onlme companies m such a fasMori tha^^ 
transparent to the clients of the online trading company. When a client from an online trading 
company desires to purchase a particular security, the online trading company may choose to 
acquire, if available, from another individual who has entered a transaction to barter their 
security away. The online trading company can act as the intermediary and barter for the : 
security, in essence making the online trading company flie system 100 barterer with the ability 
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to acquire new stock and/or any security, and then sell it to their online client. By doing this, the 
online company can keep the entire spread between the "ask and bid" with no commissions^ and 
undercuts traditional stock exchanges in price and speed by eliminating intermediaries such as 
floor brokers or specialists from the trading process. r = : 

The system 100 can be configured to handle "exchange funds" often known as "swap 
funds" or (Private Placement Memorandum) P.P.M. wherein an individual puts in their financial 
interests or seciirity (such as stock shares) into the fund for exchange units of the entire fund. 
This allows the indiviidual to diversify their financial interests or securities such as stock holdings 
without having to pay capital gains taxes. In such a case, the system 100 maintains "system" 
funds and barterers exchange various financial interests for units of die "system" fund. The 
system 100 can also be configured to further open and close new flmds when deemed necessary 
by the s>^^ ot bypi^sjtf pa^^ ^ 

The system 100 can allow barter orders to require only some security up front at the time 
of the Himmelstein Option Agreement being consummated. This portion of the security or 
commodity may or may not be refundable. The balance of the Agreement would only be paid if 
the HimmeMein Option i^ 

JFor example, a posted transaction can state that the Himmelstein Option must occur after 
01/05/00 and before 01/06/00 and the barterer is bartering AOL stock for cash or web barter 
dollars for $5.00 per share paid immediately which is non-refundable and $95.00 per share at 
settlement. Individuals accepting this Himmelstein Option must pay the $5.00 per share, which 
is non-refundable?. On 01/06/00 if the [AOL stock is less than $95;00 per share, the individiial 
will choose not to exercise their rights in the Agreement, thereby allowing the Agreement to 
expire. This is to be defined as selling long, in the "virtual stock market", (i.e., system 100). 

In an alternative embodiment, the system .100 may allow a barterer to issue a 
Himmelstein Cation on a security that die barterer does not own, nor have a Himmelstein Option 
(i.e. rights to own) on. If; or when, the Himmelstein Option is chosen (for example, by person 
"A") the barterer is required to acquire the security or. the Himmelstein Option that was being 
traded away, on or before the date after the barter transaction may occur, to then hand it over to 
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person "A". This is to be defined as selling short or trading futures in the "virtual stock market" 
(i.e. system 100). - rJC:-u;,.\i 

The virtual market (i.e. system 100) can handle what is referred to in the financial 
industry as a margin account wherein the system 100 allows the barterer to borrow web barter 
dollars, cash or issue Himmelstein Options against the value of their portfolio including 
Himmelstein Options in their possession. ■-*■ ■■ 

When someone issues a Himmelstein Option, the barter transaction can also allow the 
person issuing the Himmelstein Option to enter a different before and after date for the 
Himmelstein Option for the new security desired. Therefore, in this embodimenV the system 100 
may require the person posting the transaction for the Himmelstein Option for the security 
desired to give a specific date before, and a specific date after, or a range of dates that would be 
acceptable. This range of dates may be disclosed to potential barterers; or in the alternative, can 
be undisclosed (making a potential barterer be required to choose specific dates, before and after) 
without knowing the range of dates that the mmvidual postmg me Hinmielstein Option used. 

With respect to the securities mat provide dividends, mterest etc., the system 100 can 
further do the following. The system 100 may keep the dividends, interest etc. as part ofthe 
transaction, and may put in a common "pool" all dividends, interest etc. realized. A formula is 
used to proportion the amount between any, and all, clients holding Himmebtem Options for the 
specific class of items. -.v >..:.•: •>'•'■••, z - >-<::• • u -. • 

The system 100 can require barterers to enter Himmelstein Options or barter orders in 
round tots. For examptoi if the security was stock, the system 100 can require increments of 100 
shares.. . ■._ • •-. ■ ■. ■■-.■"■> ■■ ■ •* ' • • ■ * ->"•'"' " "■'-■n r.- ""• 

The system 1 00 can have the ability to break down posted order(s) into specific dollar 
and or quantity amouht(s) allotment and re-post. For example, if the system 1 00 chose to break 
down into a specific dollar amount, the system 100 can Choose one mousand dollar amount(s) or 
block(s). If someone posted 10 shares of IBM stock at $i 10.00 for each share, the system 100 
can re-post to be 2 barter orders: one order to be 9 shares of IBM stock with 10 web barter 
dollars; and one order with 1 share of IBM stock as the residual amount. M another example, if 
the system 100 chose to break down into a specific quantity amount in the security "stock", the 
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system 100 may decide to break down posted orders to allotments of 1 00 shares and post the 
remaining portion (if any) that ish* dividable by 100. For example, if the posted order was 1220 
shares*: the system 100 can rerpost to be 13 barter orders: (12) barter orders with 100 shares and 
(1) barter order with 20 shares* Further, if the system 100 wanted all residual amount(s) to be a 
specific figure, the system 100 can require the balance of die security plus web barter dollars to 
always be a specific value. The purpose is to simplify the barter values to be essentially equal to 
a common value or multiple common values in the system 100 to facilitate more barter 
transactions..-- ^-.i... . :v. ■ -.*" 

As a "virtual stock market", the system may allow all securities to be in decimal format 
or dividable by 1 00, 1 000 etc. This means that even a Himmelstein Option (no matter the 
security stated in the Himmelstein Option) can be in decimal format or dividable by 100, 1000 
etc. Therefore 1.00= 1 total unit of the particular security. For instance if the security is stock, 
1 .00 would equal one share of stock for a particular company. 

■s- Therefore, any fractional or decimal amount created from a barter transaction can be 
worth for example, as little as .001 of a web barter dollar or .001 of a^U.S. dollar. Specifically, if 
Individual "A" posted a barter order to barter away 100 shares of AOL stock at $85.00 per share 
while [desiring IBM shares at $180 per share, the system may, (if an available match existed or if 
it was a direct barter with the website) complete the barter order and provide 47 .22 IBM shares at 
$180.00 per share. In this case, decimal amount of 22 is worth $39.60, if $180 is the current 
stock trading price per share.: Alternatively, the system/barterer may allow, depending on the 
parameters set* barter 99.53 shares of AOL stock for 47 shares of IBM stock. 1 : 0 

ITie system can state in aU barter agreements (Le. terms and conditions) that all parties ri 
using the system may accumulate "fractional" or "decimal": amounts (i.e. all values less than 
(1.00) total unit; of a 'particular security) from different parties and upon the sum equaling 1.00, 
allow the sum to become 1 unit of a security, such as 1 share of stock. It should be noted that for 
Himmelstein Options, the system would be required to ensure the latest before dates and latest 
after dates overlap, and the system would restate the before date and after date to be the latest 
before date and earliest after date of all the fractional or decimal amounts. 
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Preferably, the system maintains a history knowing which fractional or decimal amount 
came from which security, such as stock, and can, when beneficial to the system and/ortfhe 
barterer, re-separate a unit of a particular security and rematch it back together with a portion of 
the original security that had been part of the actually spUt? If for a Himmelstein Option, this * : - 
may change the range of settlement dates; 

Optimally, the system may allow batterers to barter fractional or decimal amounts to 
other barterers and/or only with the system. 

The system 100 may set the standard for minimum transaction and maximum transaction 
based upon various concerns, including but not limited to, profitability and or irregularities, 
illegal trade practices and illegal trade patterns. : ■ £ 

The methodology of the "standard" Himmelstein Option is to allow two or more parties 
to agree at a future date to barter, exchange or sell items or securities 'based on current agreed 
values, regardless of the trading values of the securities at the time of settlement In ari l 
alternative embodiment, twojor more parties may agree to exchange or barter at a fixture date 
based oh values on that fliture date: In this embodiment, the settlement -date or dates for each 
security may yet be a different date. ; r y / ; 

The system may unilaterally determine, or give each individual barterer, the ability to ■-■ 
select ai closing price for securities as trading days get longer with extended after-hours trading: 
For example, if a security was stock, the system may permit an individual to choose the 
traditional 4:00 P;ML eastern/standard time closing price of the NYSE and the NASDAQ market 
On the other hand, the system or individual may choose the value based on after-hours trading. 
For example with the security stock,; or Himmelstein Option for stock, the system uses the 
closing price as the current stocfc trading price as noted on 538, Figure 5D and 506, Figure 5A. 

The system 100 can operate 24 hours a day or during standard market hd 
during predefined after hours trading or a combination thereof. The system 100 can further 
allow specific securities to be traded/bartered during specific time frames or allow a barterer to 
choose the hours during which the barterer wants their barter order posted (i.e. available for 
barter). Furthermore, the barterer or the system may allow the after hours trading market to 
operate totally independent from the standard market hours session. It may be a selectable 
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parameter by either the barterer or system to determine whether a barter order posted during 
standard hours will participate in the after trading sessions and vice versa* Also, the barterer or 
system can determine if un-executed barter posted orders placed in either the standard or after 
hours session carries over to the other session or gets canceled. 

The system can ensure that barterers remain anonymous from one another and may 
utilize trustees, assignors or intermediaries to accomplish such. 

The system can also allow any barter order to be canceled under specific terms; Further, 
if the order was not "locked" by a barterer or already processed, the system can permit an 
individual who created the barter order to cancel or modify same. 

The system can also utilize the latest security features and encryption methods available. 

The system may permit an individual to post a barter order with a range of quantities 
acceptable to the individual. For example, if the individual posted IBM stock with a range of 5- 
10 shares, this means that the system can accept a barter order for any quantity between 5-10 
shares. This increases the likelihood of the barter transaction occurring. As will be recognized 
by those skilled in the art, the fee structure charged by the system may be modified to handle this 
embodiment. 

The system 100 can also conduct or perform auctions wherein the system 100 can further 
require: 1) a bidder to bid with a specific security; 2) a bidder to bid with a specific list of 
securities pre-approved; 3) require various conditions on a bidder such as requiring security to be 
held by the system/designated agent; 4) pre-approve an individual to bid and 5) Minimum bid 
requirements may exist. The system 100 may use the embodiment that allows "offers" and 
allows communications between potential barterers using the system's e-mail subsystem^ - ' 

An agreement for a Himmelstein Option can state various additional conditions such as 
requiring that the barterer in possession of or in ownership of a Himmelstein Option must first 
offer or sell same to the system 100 and/or owner of the security prior to going to settlement. 
The system may allow a barterer creating Himmelstein Options the ability to draft specific 
conditions to essentially create a custom contract to meet the bartererls needs. 



WO 02/069112 PCTYUS02/06129 

42 



If the system 100 utilizes an intermediary or designated agent, the system 100 has the 
ability to fully communicate in such fashion to ensure that all securities ate transferred back and 
forth in a proper controlled and secure fashion. • 

The system can authorize and permit an individual to access the ebarterrealestate.com 
system and utilize an intermediary, or dkectly barter for real estate. 

Referring now to Figure 8, the posted barter order database module 116 stores posted 
barter orders 806, provides access routines 802 and performs maintenance of the database 804. 
Among the access routines 802 are add order record, delete order record arid get order record. 

The add order routine generates a database record that comprises the baiter order in 
addition to a unique transaction number, the time and date stamp of the order arid the account 
number. There are numerous delete routines to remove posted barter orders based on different 
criteria. Some of the criteria are account number, transaction number, time and date, arid barter 
item. Similarly, the get routine can return records based oh ^ 

The maintenance program 804 executes periodically, or optionally at the reqtiefct of and 
access routine 802, to remove and modify posted barter orders. For example, brders may be 
modified if a stock split occurs and the barter order designates this stock or a Himmetetein 
Option for the stock; - Orders can be removed for a number of reasons such as the barter order 
expires, the barter account closes or the barter item is no longer available. For example, a barter 
order can be removed if stock trading is halted and the barter order designates this stock. 

Barter orders are modified by the maintenance program 804 under a number of 
circumstances A stock symbdl designated in an order may have changed or the account number 
of the barter order is changed: Optiona%, rii^ 804 generates indexes and 

tables to facilitate quick access to the database records. 

Optionally, if the system included a separate database of each individual's portfolio for all 
securities* the system can perform similar access routines and maintenance routines as described 
above. " r • 

With reference to Figures 1 1 and 15 j these figures represent alternate graphical user 
interfaces to those shown in Figures 5A-E, by which users may place barter orders. Figure 12 
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illustrates a response screen to a barter order which is an alternate graphical user interface to 
Figure 6, while Figures 1 3 and 1 4 illustrate help instructions for that response screen. 

One recognizes that many modifications may be made to Figure 12, either in the column 
headings or in the way that the information in the rows is expressed. For example, additional 
column headings can include "buy-side shares", '^trade price for the buy side/trade-for side" 
and/or "trade price for the sell side/trade-away side". Also in Fig. 12 on the line where "you 
save" $75.00, the savings can be expressed as $0,075 per sell side/trade-away side share, or 
$0.15 per buy side/trade-fpr side share. The **you save" amount can be either positive or 
negative. The figure can display another column "equivalent purchase share price*' wherein for 
this line the entry is $100.10, showing that the user can save $0.15 per share relative to the buy 
side/trade-for ask price. In other words, for IBM, $ 1 00. 1 0 = the $100.25 ask price - $0.15 
savings per share. Likewise, an "equivalent sale share price" can be shown as $54.20; i.e;, for 
HD, $54.20 = the $54,125 bid price + $0,075 savings per share. The savings per share on the 
sell side is one half the sayings per share on the buy side because twice as many shares are being 
sold as being bought . 

With reference now to Figures 33-54, other alternative graphical user interfaces are 
shown to those described above. More specifically, Figure 33 shows a control center GUI 
through which users pan enter and process barter orders and populate the order book, or database 
of posted barter ordere,wi^ 

automatically and/or manually processing barter orders. The information in the help screen of 
Figure 34 provides an overview of placing and processing barter orders: 

The GUI of Figure 35 iUustrates the contents of the Order History' tab in the Control 
Center. of Figure 33, while the GUI shown in Figure 36 shows the contents of the Saved Orders 
tab of me Control Center. ..... 

_ Figure 37 shows a GUI accessible by clicking the Vtrade" option from the Saved Order 
screen of Figure 36 which provides a trader with the option to place "Trade From Order Book," 
market order and limit order barter orders. "The related instructions in the help screen of Figure 
38 describe, the various processes of entering and processing a barter order. 

The GUI of Figure 39, selectable by clicking the Trade From Order Book button of the 
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order entry screen of Figure 37, along with related help instructions in the help screen of Figures 
42 and 43, provides an interface for viewing and analyzing barter orders available in the limit 
order book stored in database 116. The Level n Quotes screen of Figure 40 and the Internal and 
External Offers screen of Figure 41, with the associated help instructions shown in Figures 42 
and 43, provide user information for interpreting the level H quotes and internal and external 
offer information. 

In an alternative embodiment of the invention, the system 100 may require a barterer to 
enter only (1) the symbols for the assets that hewants to barter; and (2) either (a) the ratio of the 
shares of one asset to the shares of the other asset, or (b) the ratio of the" Currency value of one 
asset to die currency value of the other asset. The barterer does not have to enter (1) which 
symbol corresponds to the buy side and which corresponds to me ^ 
quantities of each asset to be bought and sold. 

In the instance where exact quantities of shares or currency values are entered but the 
asset symbols are not specified as buy side and sell side, marketmaker responses generated by 
the Marketmaker Toolkit are presented on two sides: one for when the barterer Wants to purchase 
the first-entered asset and one. for wheh the barterer wants to sell the first-entered asset. 

m the case were the ratio of share quantities or curtency ^ 
quantities of shares or currency values) are enteredj marketmaker responses generated by the 
Marketmaker Toolkit are presented on a per-share or per-currency unit basis. There are niaiiy 
variations on how such responses may be generated; for example, (1) price per 100 shares of the 
buy side asset, and (2) price per US $1,000 of the sell side asset. Other variations will occur to 
those skilled in the art- Alternatively/system 100 may require that' all" entered"ofders^ve T equal 
buy side and sell side currency amounts (subject to a non^zerb tolerance so that trades may be 
executed in integer shares, integer currency units, or multiples of these, such as 100-share units). 
Accordingly, in these embodiments a barterer would enter only the symbol for the assets to be 
bartered, without indicated shares,; currency values^ or a ratio thereof: In these embodiments, 
maiketmaker responses generated by the Marketmaker Toolkit arc presented on two sides and 
on a per-share or per-currency unit basis. In a variation of these embodiments, the exact 
quantity of either the buy side or sell side, but not both, may be entered by toe barterer! 
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With reference to Figures 39, 40 and 41, the savings amount shown in the Limit Order 
Book's individual offers (and, by extension, the Quick Fill offer) represents the monetary 
difference realized by a user between trading on offers that include system 100's internal offers 
("System Offers"), and trading on offers that are exclusively national maiket offers/external 
offers ('^Benchmark Offers"). These savings amounts may be computed by a variety of 
methodologies, depending on what offers are included in System Offers and what the Benchmark 
Offers are assumed to be. The System Offers may or may not include offers from the national 
markets. Further, the Benchmark Offers may be based on reasonable hypothetical assumjptioris. 
One assumption is that the only national quantities available to trade are those shown directly in 
the Level II quote system. A second assumption is that the total size of the incoming barter order 
is available to be traded at the National Best Bid and Offer (NBBO) prices. This assumption 
would lead to a smaller (or more-negative) Savings amount than would the first assumption. A 
third assumption is that a fixed number of shares is available to trade at every 0.01 price 
increment for each security in tibe frarter ordier. Price increments other than 0.01 could also be 
used. A fourth assumption is to assign a (different) qiiantity of shares available to trade to each 
marketmaker* each exchange, and each EGN, shown on the Level II quote system. These and 
other assumptions -may be appropriately used in calculating user savings. 

In the lower portion of the limit Order Book (LOB) shown in Figiire 39, the System 
Offers are ranked fix>m most attractive (top line) to least attractive (bottom line) according to 
'MSFT Ask" price (in general, thisprice is the ask price of the buy-side security). This ranking 
is based on the assumption that a trader can sell the sell-side security on its NBBO bid, and 
purchase the buy-side security at the variable ask price shown'iii the Systran DffwT TKe highCT ' " 
this ask price, the more the trader must pay and the less attractive the offer becomes. 

Other methodologies can be used to rank offers. For example, an assumption can be 
made that the buy-side security is always purchased at its then-current NBBO ask ^cice, while 
the, seU T side security is sold at a variable bid price. In this case the lower the variable bid price, 
the more a trader pays (or the less he receives) and the less attractive the internal or external 
offer. Other methodologies can be used to specify either the buy-side price or the sell-side price 
at the time an offer is displayed. Examples include (1) the midpoint of a security's NBBO bid 
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and NBBO offer, (2) a fixed dollar price, such as today's opening trade price, or such as $50, and 
(3) a price that depends on the size of the incoming order, such as the NBBO ask price plus 0.01 
per 1 00 shares being purchased. Other methodologies may also be appropriate. 

Help information shown in Figure 44 provides user assistance for trading on individual 
barter orders in the barter order book of Figure 39; One option for trading is to execute a Quick * 
FiU, available through the Quick Fill button shown in Figure 39 as explained in the help screen 
iUustrated in Figure 45 and resulting in the Instant Confirmation screen shown in Figure 46. 
Figure 47 illustrates a help screen containing information for interpreting the contents of the 
Instant Confirmation screen of Figure 46. - 

, The user help screens shown in Figures 48, 49 and 50 provide user assistance for trading 
individual orders from the order book of Figure 39. Note the tables of Figure 49 are illustrated in 
FigureSO. . . . 

With reference now to Figures 51, 52 and 53, the GUI shown in Figure 51, accessible 
from the Limit Order button of the Order Entry GUI shown in Figure 37, enables a user to enter a 
limit order for a baler order. The Market Order Entry GUI- shown in Figure 52; similarly 
accessible through the Market Order button of the Order Entry GUI (Figure 37), enables a user to 
enter a market order for a barter order. The help screen illustrated in Figure 53 provides user 
assistance relating to both limit and market orders. 1 

Referring now to Figures 10 and 10A, alternative embodiments of the present invention 
are shown further including marketmaker 120, basket order 121 and Contingency order 122 
barter tool kit systems ( <6 tool kits Like features to those described above are indicated by like 
reference numbers; Each toolkit utilizes a: software program or programs that interface With the 
system 100. V.. . • >>■ •., .>s : r 

System 10Q of Figure lOAis seen to further include capacity for Mditibiaal processing 
modules 123.. The system of Figure 10A further includes an application programming interface 
124 specific to barter order interface 105 operable through either a web interface 125 or a custom 
vendor interface 126. As described above, the various computing devices can interface the barter 
order system through a public or private network connection, optionally through a website web 
browser. 
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As will be described in further detail below, the use of the toolkits automates certain 
processes and functions which otherwise might require significant manual activity. As used 
herein, the term "automate? and variants including "automated/' include the process or operation 
of notifying an operator that a manual intervention or response is required. J 

As used herein, a "marketmaker" is any person or sy^^ that responds to order flow by 
making bids and offers on which another person or entity can trade. Such a marketmaker is said 
to add liquidity to a market when he allows another to trade on his bid or offer; Also in the 
context of these specifications a * trader" is any person or system that 1 desires to execute a 
particular order, including a market or limit order; and is looking for another party to make a bid 
or offer for such order. : Such trader is said to remove liquidity from the market when he executes 
his intended order. Accordingly, any person or system that, in response to order flow, creates an 
offer that resides on the Limit Order Book (LOB) is deemed to be ia marketmaker, and any 
person or system that attempts to trade against an offer residing on the LOB is a deemed to be a 
trader. Trader-initiated limit orders residing in the system may be executed by marketmaker 
offers automatically at any time, with or without Spearing in the LOB. Consistent with this 
paragraph, a person institutionally designated as a marketmaker may deisire to enter barter orders 
as a "trader*- in the context of these specifications, while a person or entity who is not a broker- 
dealer may desire to provide offers through the herein-described Marketmaker Toolkit and act as 
a "marketmaker" in the context of these specifications. Users of system 100 will thus include 
both traders and maiketmakers. V J/ i.. 

As will be appreciated from consideration of the description belbw^ the toolkits as 
described herein are operative in many instances to respond to both barter oMeri aiid bartef order 
requests for quotes. As used herein the term ' *barter onter request" includes both a barter order 
and/or a barter order request for quote. 

Maiketmakers profit by capturing the bid/ask spread on trades, while minimizing the cost 
of position management or the cost of immediate hedging of these trades. The System 100 is 
designed to deliver a particularly attractive order in this regard System 100 order flow carries 
all of the bid/ask spread profit potential but only si small fraction of the market risk and adverse 
market impact associated with traditional orders. 
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System 100 order flow delivers a traditional buy and a traditional sell order 
simultaneously. For example, a barter order migjit be to buy $1 00,000 of IBM and sell $90,000 
of HON, each contingent on the other. By executing these legs at the same time, the : 
marketmaker generates a profit that is proportional tothe dollar sum of both legs, or $190*000, 
but generates market exposure that is proportional to the dollar difference between the two legs, 
or only $10,000. ^ o : P v : 

Of course, the ultimate attractiveness of a barter order depends on many variables, t 
including the dollar difference between the buy and sell legs, the industry closeness of the stocks, 
and the liquidity of the two names. System 100 allows maiketmakers to use a tool kit, which not 
only : provides the means to measure the attractiveness of any incoming barter order along these 
and other dimensions, but also to specify how aggressively or passively to respond to it* either on 
an absolute price and size basis, or in terms of last trade price and size, or in terms of the current 
NBBO (National Best Bid and Offer) prices and sizes, 

A marketmaker tool kit is a system that aUow^ 
orders by preying or defining their own rules that include (1) conditions that describe an 
incoming order, and (2) price/size tiers that form automatic quotes of executions to one or more 
traders' orders if the conditions are satisfied. These automatic quotes and executions bring 
greater liquidity to the System 100. For example, marketmakers can writeia rule that allows 
them to manually or automatically offer to trade a barter order at a fixed price; or a market-based 
price, such as 10% of the NBBO spread under the current NBBO offer; in the current NBBO* 
size, whenever . the dollar sizes of the buy and sell legs are almost equal and the two securities 
bartered areinjthe same industry.: v . ; : .v : • r . 

One embodiment of a marketmaker toolkit is embodied in the graphical user interfaces 
and help screens illustrated in Figures 16 through 20. Another embodiment of a marketmaker 
toolkit is embodied in the graphicaLuser interfaces arid help screens illustrated in Figures 54-76. 
In the first embodiment, Figure 16 shows a GUI interface by which a marketmaker can establish 
automatic bid/offer responses. Figure 17 shows a GUI for working with symbols related to the 
automatic bid/offer responses, while Figures 18, 19 and 20 illustrate help screens containing user 
instructions for the marketmaker toolkit. 
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With reference to the second embodiment, Figure 54 illustrates, a GUI interface for 
marketmakers to establish both automated and manual bid/offer responses, with associated help 
instructions shown in Figure 55. Figures 56 and .5 7 show a GUI interface and help instructions, 
respectively^ for establishing rules, while Figure 58 shows a GUI interface for establishing 
conditions in accordance with the help screens shown in Figures 59-^61. 

Figure 62 shows a GUI through which a marketmaker can establish and edit pricing tiers 
in accordance with the help information provided in the illustrated help screen of Figure 63. 

Figure 64 shows a GUI interface for creating a customized ticker of securities 
information useful to a marketmaker in accordance with the instructions shown in the help screen 
of Figure 66. One exemplary ticker is Uli^trated in Figure 65. ; - 

Figure 67 shows a GUI interface for creating a customized position/profit & loss report 
useful to a marketmaker in accordance with the iiistructipns shown in the help screen of Figure 
70. Two exemplary position/profit & loss reports are shown in Figures 68 and 69, respectively. 

Figures 71 , and 72 show GUIs for e^bhslmg manual offers, wherein baiter orders that 
meet the established conditions are provided to the marketmaker, for generating a manual 
response. Associated help instructions are illustrated in,the help serpen shown in Figure 73. 

The barter matching engine 118 incorporates or interfaces with the various rules, 
conditions and pricing tiers a marketmaker establishes using the marketmaker tool kit shown and 
described above, to selectively match a batterer's barter orte (tibat is either posted or requesting 
a quote only) to rules that are pre-defined by a marketmaker, in order to determine which 
marketmakers are proyiding automatic quotes or executions. A rule is a list of one or more 
conditions that may comprise a parameter (variable), an equality or inequality sign (operator), 
and a constant value (constraint). A parameter is a nwketrrelated; portfoli^o-related,;or other 
type of variable that characterizes an order. - For example, the average daily volume of the 
security being traded away is a parameter. A constant value may be a numerical value or string 
value (e.g., a security,symbol) that places a constraint on a parameter. One condition, for 
example, can be "Average Daily Dollar Volume of the iStock beipg Traded Away" >= $2 : 
million. Here, the parameter is "Average Daily Dollar Volume of the Stock being Traded 
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Away", the inequality is "greater than or equal to", and the constant value (constraint) is $2 
million: ■ . i ; : 

Optionally, the tool kit can be set up so as to pre-^designate a parameter and an equality or 
inequality sign, so that a marketmaker may enter only a ^ (X)iistant value to create a condition. 
Likewise, the tool kit can be set up so as to pre-designate any number of the elements of a 
condition, so that a marketmaker may eiiter only the remaining elements) to create the 
condition. ■ ..■ r :' : '.»-v..,_. ,v.i ; . , V !> 

Alternatively* the tool kit can provide the means for marketmakers to be alerted by 
system 100 to specific barter orders to which they desire to provide manual responses. See again 
Figures 71-73 for GUIs and help instructions lised to establish manual responses. For example, a 
marketmaker may use the tool kit to be alerted if an order to barter for at least 10,000 shares of 
IBM is entered into the system, so that the marketmaker can evaluate the parties barter order 
and, if desired, can provide a maniial quote for said order. Likewise, a inarketoaker can use the 
tool kit to be alerted if a trader is trading away IBM but not if a trader is -trading for IBM. 
Alternatively, a marketmaker can use the tool kit to be alerted if a trader is trading for IBM but 
not if a trader is trading away IBM. As another example, marketmakers can dause the system i 
100 to alert them if a barter order comprises two securities that fell within a list of securities that 
the marketmaker has pre-designated. 

Marketrhakers can use the marketmaker tool kit to specify exabtly ho w many of the 

r « 

conditions that comprise a rule must be Satisfied before an autoiiiatic price quote .or trade { 
execution is delivered to the system 100. For example, a marketmaker can use the kit to 
specify that an alert is to be sent if exactly two of the following three conditions are satisfied: (1) 
a trader is trading awiy IBM, (2) a trader is bartering tWb stocks that both trade ah average daily 
doUar volume of at 1^ 
dollar amount that is bang' traded aWay.' ; ' 4 ; 

The marketmaker tool kit is designed to allow inarketnaakers either to use pa 
already designed for them, or to r i^ate customized ps^^ Examples of predesigned 
parameters are number of shares or lot size, share price, trade volume, risk characteristics, and 
inclusion w^hin a specified security list. An example of a risk characteristic of a barter order is 
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4C Delta", which measures the amount of market exposure of the order. The Delta is the absolute 
value of the difference between the currency amounts of the two legs of the barter order, divided 
by the maximum currency amount If the trader is trading away a currency amount of 
US$100,000 and trading for an amount of US$75,000, then the Delta is 25% == |100000 - 75000( / 
max(l 00000, 75000). It would be recognized by one skilled in the aft that many variations may 
be made in the structure and mode of operation of the tool kit without departing fiom the spirit ; 
and scope of the invention as disclosed in the teachings herein. 

A rule can include both multiple price and size tiers used to generate automatic or 
manual offers on the Limit Order Book: An example of this is shown in Figure 62, whereby the 
offer price may be expressed in terms of (1) the then-current NBBO price spreads for the two 
component securities, and (2) a pre-specified increment. In the example, the offer size may be 
expressed in terms of (1) the then-current NBBO sizes of the two component securities, and (2) a 
pre-specified value, based either on numbers of dollars of numbers of shares. 

Other methodologies for determining offer price and offef size are also possible. 
These values may depend on a portion of (or all of) the Level II quotes for the two relevant 
securities. For example, offer size can be expressed as (1) the sum of the first three offer sizes 
shown on the Level II quote system, or (2) the size of the first offer from a pre-selected 
maxketmaker, exchange, ECN, or ATS, etc., or (3) the sum of the sizes of all Level II quotes 
whose price is within 0.02 of the current NBBO offer, or (4) a pre-selected currency amount 
rounded to a multiple of 100 shares. Variations of these examples are also possible. 
Furthermore, offer price can be expressed as (1) the average of the first three offer prices shown 
on the Level n quote system, or (2) the pride of the first offer from a pre-selected maricetmaker, 
exchange, ECN, or ATS, etc., or (3) the price of the first Level II quote whose size is at least 
1000 shares. It will now be apparent to those skilled in the art that many different variations of 
these determinants are also possible!. 

In the matching process, the rules in the marketmaker tool kit functionally operate as a 
filter to provide baiter orders to the appropriate marketmakers. This allows the marketmakers 
either to post one or more potential trade prices in response to a trader's limit order or quote 
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request, or to execute a single posted limit order or a combination of posted limit orders (i.e., . 
"phantom" or "implied" limit orders, discussed below). - ■: 

The contra side of traders' barter orders may be maricetmakeis. However, some system 
1 00 order flow can be matched against other orders that are internal to the system. As explained 
previously, many internal orders may need to be combined to make one execution. Fpr example, 
an order to sell IBM and buy HON, an order to sell HON and buy CSCQ, and an order to sell 
CSCO and buy IBM, can form a three-way internal match. Likewise, a limit order to sell IBM 
and buy HON, and a limit order to sell HON and buy CSGO may create an "implied" limit order 
to sell IBM and buy CSGO, to which a marketmaker may respond, exactly as if the "implied" 
order were an actual entered barter order. 

System 1 00 may provide traditional order liquidity to an Exchange, ECN or ATS, 
One illustrative example includes the following two barter orders: 

- Buy 1000 MSFT / Sell 2000 INTC/ Pay $Q. 

- Sell 1000 MSFT / Buy 1000 INTC / Receive $30^000. . 

- If these barter orders reside on system 100, the system cm post two traditional orders to an 
Exchange, ECN or ATS: 

- Buy 1000 INTC @ $30.00, 

- Buy 500 MSFT @ $60.00. 

System 100 posts the former order so that, if a third party trades against it, it can execute both of 
the barter orders. That is, a three-way match is formed by these orders: 

- Buy 1000 INTC / Pay $30,000 [first Exchange, ECN or ATS order] 

- Buy 1000 MSFT / Sell 2000 INTC / Pay $0. [first barter order] 

- Sell 1000 MSFT / Buy 1000 INTC / Receive $30,000. [second barter order] 

System 100 posts the latter order because if a thiiri party trades against it, tii<Ki it can execute one 
barter order in full and one in part. That is, a three-way match is formed by these orders: 

- Buy 500 MSFT / Pay $30,000 [second Exchange, ECN or ATS order] ...... 

- Buy 500 MSFT / Sell 1000 INTC / Pay $0. [1/2 of first barter order] 

- Sell 1000 MSFT / Buy 1000 INTC / Receive $30,000. [second barter order] 

It can readily be determined that the number of one-sided limit orders generated by the above 
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methodology can increase as fast as geometrically with the number of pending barter orders, as 
long as the orders deal with similar symbols. 

The Limit Order Book (LOB) may show offers that are (1) exclusively internal 
to system 100, (2); exclusively external to the system; i.e., residing on exchanges, the NASDAQ 
market, ECNs, ATSs, etc.y or (3) a combination of internal and external. Whenever a trader 
chooses to trade against an, external offer, he runs the risk that such offer may change before his 
order reaches the external market and, hence, that he misses the intended trade. Accordingly, the 
system 1 00 ; may allow a trader to pre-select how such a situation will be resolved. The trader 
may choose between using market orders and using limit orders when his offer cannot be 
executed against the then-current external offers. 

If a trader chooses to use market orders when the intended external offers are not 
available, his barter order will be split and will be delivered to the external market as two single- 
security market orders; Consequently, he will be guaranteed a fill of his entire order, although 
not necessarily at the price of the intendedoffer. If a trader chooses td use limit orders when the 
intended external offers are not available, his barter order will be split and will be delivered to 
the external market as two single-security.limit orders. Consequently, the trader will be 
guaranteed that if a trade takes place it will be' at the intended price, although the trader will not ■ 
necessarily trade the full amount of his intended trade (and in fact, the trader may not trade at all) 
and the ratio of the quantities of the two securities traded may not equal the ratio specified in the 
barter order that was placed originally. 

One advantage of the present invention is that, in contrast to trading on external offers, 
whenever a trader trades against an intemaToffef, he is guaranteed to receive the intended prifee. 
Furthermore, although he is not guaranteed to trade the full size of his intended trade, he can be » 
guaranteed to trade in quantities that are in the same ratio as that specified in his original barter 
order. . . ■ — . ;. ■ .s« ; >•.-. 

In an alternative embodiment, marketmakers, institutional traders and retail traders may 
use a basket generator tool kit ("basket tool kit") to define a basket of securities that can be sent 
directly to the market, or bartered against either an individual security or another basket 
Graphical user interface and associated help screens illustrating a toolkit for creating basket 
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orders as described below are shown in Figures 26-32. More specifically, Figure 26 and 27 show 
GUIs for defining baskets of trade items in accordance with the instructions in thehelp screen 
shown in Figure 28. Figure 29 shows a Gm for defining symbols in accordance with the help 
screen shown in Figure 30, while Figure 3 1 shows a GUI for establishing fundamental and 
technical filters in accordance with the user help screen shown in Figure 32. < 

A basket of securities ('"basket") is defined to be at least two different securities, grouped 
in any combination of descriptions or sizes. The basket tool kit may allow traders to define a 
basket in terms of its market characteristics or risk characteristics, including fimdainental, 
technical, and macroeconbmic factors. Traders inay also use the basket tool kit to ^ 
securities from existing portfolios. The individual securities' symbols may or may hot be 
explicitly included, explicitly excluded, or a combination of both. In a simple form, the basket 
tool kit may be used to create a basket of all utihty stocks (with no symbols specified) with 
market capitalization greater than $ 1 billion. It may be used to create a basket of all technology 
stocks with beta to the NASDAQ Composite hidex greater than one. In more complex cases, a 
trader can use the basket tool kit to create a basket equal to all of the bank stocks in the trader's 
existing portfolio, plus enough 10-year T-bills to bring the total inter^t rate exposure of the 
basket to a specified level. : Or, a trader can .use the basket tool kit to create a basket of $200,000 
of each healthcare stock whose l O^day moving average exceeds its 50-day moving average; Or, 
the trader can use the basket tool kit to create a portfolio with specified weightings of specific 
industrial sectors. 

It will be recognized by one skilled in the art that many variations may be made in the 
structure and mode of operationof the basket tool Kit for defining baskets of securities without 
departing from the spirit and scope of the invention as disclosed in the teachings herein. 

> One also skilled in the art realizes that basket trading can be accomplished without the 
use of a basket tool kit. In one embodiment, the order entry screen can provide the trader a 
button to click, which indicates that a basket trade is being entered. The order entry screen may 
request traders to enter the number of securities to be included in the basket; or, in the 
alternative, may allow multiple entries of securities until such time that a null entry is ihade. 
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When entering a basket, traders can include the respective number of shares or currency 
amounts of each security, plus either a limit price for each security, or an overall limit price for 
the basket The traders may specify, the ratio among the securities; or, in the alternative, the 
system calculates the ratio among the securities. This allows traders the ability to barter a basket 
as if it were a single security (Le?., trade away one security or a basket for one security or a 
basket). As the subsequent example demonstrates, a basket can be automatically executed based 
on the derived or implied ("implied**) bids or offers for the different securities within the basket 
This allows toe trader not to have, to monitor the price movements of the different securities 
continuously., ; r :....?:. 

For example, a trader creates a basket, which has two securities: MSFT and HD noting 
500 shares of each and an overall limit price for the basket of $87,500. ; If traders wanted to sell 
the basket, they can enter this as a sell order. If traders wanted to barter this basket away, they 
can enter this as a barter order and state this as the 'trade away" item. Upon the order's being 
entered, the system automatically generates two implied orders based on the overall limit price of 
die basket and current market prices for the two individual securities. For example, if a trader 
enters an order to sell the basket, andifMSFThas a bid price of $100.40 and an askpriceof 
$100.55 and HD has a bid price of $74.30 and an ask price of $74.60, then the system generates 
two implied offers. For MSFT, an implied offer to sell 500 at $100.70 is generated. The MSFT 
offer price is calculated as [(C^eralLsell limit for the basket) — (HD shares)*(HD bid 
price)/(MSFT shares)]. Numerically^ this formula produces; ($87,500 - 500*$74.30)/50O, or 
$100.70. Therefore, if this implied MSFT order can be executed then the total basket can be 
executed because die remaining part oftthis basket order pan be simply executed against the 
market bid for HD of $7430. Similarly, an implied offer to sell 500 HD at $74.60 is created in 
response to the current market bid % MSFT of 100.40. That is, the HD offer price is ($87,500 - 
500*$ 1 00.40)/500. These implied orders are monitored and recalculated continuously as market 
prices change. For example, if the current market bid for MSFT changes to $100.60, die implied 
offer for HD changes to $74.40. - When someone enters a bid that matches one of the implied 
offers, all remaining securities in the basket are automatically filled at the current market offers. 
At execution, all remaining implied orders are deleted from the system. 



WO 02/069112 



56 



PCT/US02/06129 



Li another alternative embodiment, traders may use a contingent order delivery tool kit 
("contingency tool kit?) as a means to control the timing of the delivery of an order (buy ■ sbll, or 
barter order) and the definition of its limit, basedon current anihistorical market data for any 
security, not just the primary order security. Traders may also use a contingency tool kit as a 
means to control the timing of the delivery of a barter order request for quote. Exemplary 
graphical user interfaces and help screens associate with a contingency order toolkit are shown 
in Figures 21 through 25. More specifically, Figub 21 shows a GUI for defining an Order 
contingency in accordance with the help screen instructions illustrated in Figures 22 and 23: 
Figure 24 shows a GUI for sending a contingent order to system 1 00 in accordance with the 
instructions shown in the help screen illustrated in Figure 25. 

The primary order (i.e^ excluding the contingency) can be a market order, a traditional 
limit order with a pre-set limit, or a new type of limit order where the limit is market-dependent 
and may change in real time. - 

Basic examples of the new type of lirnit order are: 

Buy xxx shares of IBM at the thenncurrent offer (i.e., when the contingency is satisfied). 
Buy xxx shares oflBM at the lO^ay moving average. 
Buy xxx shares of IBM at today's low; 

A case where the limit of a non-contingent order depends on other than IBM data is: Buy 
. . . IBM at yesterday' s closing price plus (Beta of IBM vs. SPY)*(today 's % price change in 

SPY). ' ' ' • ■ ■ ■ ' •■' < ' " 

The contingencies can look like anything (IBM is the primary order symbols- 
Submit order if QQQ is at it's daily low after 3 :45pm. ^ - 
Submit order ifCSCO and SUNW are each up at least 2%. 
Submit order if SPY rises above its 20^day moving average. 
Submit order if QQQ/SPY >= 0.25. 

Submit order if IBM falls to its first Fibonacci retirement level, (or other types of 
technical indicators.) 
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The contingency tool kit can also be based on fundamental data, like earnings 
announcements, ...... 

-- - ♦ — ■ 

It will be recognized by one skilled in the art that many .variations may be made in the 
structure and mode of operation of the contingency tool kit (for defining the timing and limit 
based on current and historical market data for any security, not: just the primary order security) 
without charting from the spirit and scope of the invention as disclosed in the teachings herein. 

It is the intention of the inventors that the basket tool kit and the contingency tool kit may 
be used jointly or severally with both traditional (single-security buy and sell) orders and barter 
orders. It is further the intention of the inventors that the maiketinaker tool kit may be used with 
traditional (single-security buy and sell) orders, basket order, and a user bartering a basket for 
another basket, (barter basket prder"). Although the tool kit was described in detail for use with 
a barter order, it also can apply to the above types of orders. Changes apparent to those skilled in 
the art can be made to the tool kit to adapt to each of these types of orders. For example, 
marketmakers can have the ability to encode procedures for, responding to traditional (single- 
security buy and sell) orders (with either a bid or an offer, as appropriate) based on various 
characteristics. The characteristics of an incoming order that can be assessed by the described 
system include: v . , i: n ; - , 

- actipn (buy or sell),,price, and quantity of the order, 

- the current NBBO ''picture" of the incoming security; that is, last trade, bid price, 
ask price, bid size, ask size* daily price change; and last tick (i.e., uptick or downtick), 

- current information about Level II quotes for the incoming security (e.g., SLKC 
bidding for 1000 shares five cents below the NBBO bid), 

- , — historical price information (e.g., 30-day percentage price move, current 20-day 
moving average), . / . ;< ^ 

- historical technical indicators (e g,, current level of Fibonacci retracement lines), 
-r current and historical fundamental information (e.g., price/earnings ratio, five year 

earnings growth rate), 

- marketmakers 1 current inventory information (e.g., currently short 2000 MSFT, 
currently long $2 million of securities in NASDAQ 100 index), 
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- marketmakers 1 historical trade information (e.gi, bought 5000 MSFT today, sbld 
10,000 INTC in last 5 minutes, bought $500,000 of securities in NASDAQ 100 index todiy), and 

price, technical, and fundamental information about the general market (e.g,, Dow 
industrials down 50 points today). 

Marketmakers are able to set up price/size tiers for automatic responses and are further 
able to set up Marketmaker Toolkit Monitors (Trade Tickers, arid Position and P&L Reports) as 
they do for two-sided orders. Responses can be placed automatically, that is without directly 
viewing the incoming order, or manually. 1 • 

In another example, should a marketmaker be using the tool kit for a barter basket order, 
the marketmaker may have the tool kit describe a basket order in terms of industry composition 
and certain risk characteristics with or without revealing industry symbols and/or individual 
symbol amounts. .. M .y.- "< :; 1 '■' 

It will be understood that while the illustration of the maiketmaker, basket arid 
contingency order toolkits has been described above with respect to the creation and execution of 
barter orders for stocks, the invention is not limited to barter orders but contemplates all manner 
of other trades. Further, the invention is applicable to all classes of items and securities 
described in Figure 9, including but not limited to, (1) currencies, (2) fixed income securities : 
such as bonds, convertible bonds, and preferred stocks* (3) spot and forward energy, metal, grain, 
and soft commodities, arid (4) futures on equities, bonds, currencies, and commodities, and 
indexes of these assets. The only requirement for using the marketmaker toolkit is that the assets 
that comprise a barter order must have publicly available, real-time disseminated riaarket 
information associated with them. : ; v : e ^ 

If the disseminated market information on an asset includes a bid, an offer, a bid size, 
and an offer size, then the marketmaker toolkit can be used just as for equities, except with 
different asset lists and different Condition Variables used to describe the asset. For example, 
one of the conditions used to describe a bond is "Time to Maturity", which is not an equity 
Condition Variable. 

If the disseminated market information on an asset includes a bid and offer, but not bid 
size and offer size, then the marketmaker toolkit price/size tiers may not be based on current size 
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information. However, the price/size tiers can be based on the marketmaker's desired trade size. 
For example, instead of a price/size tier being expressed as "S>0% of theNBBO spread / $20,000 
plus NBBO offer size", it can be expressed as "96% of the NBBO spread / $50,000". 

If the disseminated market information oh an ass&t does not ihclude a bid and offer, then 
the maiketmaker toblkit price/size tiers may not be based on this information. However, the 
price/size tiers can be based on the price at which the asset last traded. For example, instead of a 

* * 

price/size tier being expressed as "90% of the NBBO spread / $50,066", it can be expressed as 
"Last Trade + 0,01 / $50,000". ' 

Other modifications, configurations and adaptations will be apparent to those of ordinary 
skill in the art and are within the scope of the present invention. 
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What is claimed is: i 

1. A method operable on a computer for 

order including a first security to be sold in a barter and a second security to, be purchased 
5 in the barter, the method comprising the steps of: .. .: . . 

receiving a rule including at least one condition for automatically responding to r _ 
the barter order; , , _ 

comparing on the computer the barter order to the at least one condition * 
comprising the rule; and . , « .• , 

10 automatically ^ resppnding to the barter pixler in accordance with the at least one 
condition of the rule. 

2. A method in accordance with claim 1 wherein: 

at least one of the first security or the second security includes a quantity thereof; and 
1 5 the barter order further including an effective time range. 

3. A method in accordance with claim 1 wherein the at least one condition includes 
at least one variable selected from the group of variables including: the identity of one or 
more of the first and second securities, the delta between the buy and sell prices of the 

20 first and second securities, the relationship of the SIC codes of the first or second 
securities or any other securities, the market cap of the first or second securities, the 
average daily volume traded of the first or second securities and the debit value of the 
bid/ask spread of the first and second securities. 

25 4. A method in accordance with claim 3 wherein each of the conditions further 
includes a mathematical operator and a value. 

5. A method in accordance with claim 1 wherein: 

each of the rules further includes at least one pricing tier comprising an offer price range 
30 within which a rule is operative and an offer size value up to which a rule is operative; 
and 
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if the rule is operative and if the at dition of the rule is satisfied, then further 

comprising the steps of : 

if the barter offer is a limit order, performing one of the steps of 
trading the first and second securities, and 
posting the barter offer for consideration for execution; 
if the barter offer is a market order, trading the first and second securities; and 
if a contra barter offer is accepted, trading the first and second securities. 

6. A method in accordance with claim 1 wherein the step of automatically 
responding includes prompting the operator to provide a manual response. 

• ■ . " . * . • • ■ . * • • * r * * • t 

7. A system for responding to a barter order, the system comprising: 
a processor, , 

a memory operatively connected to the processor and storing the barter order 
including a first security to be sold in the barter and a second security to be purchased in 
thebarter; 

said memory further storing a rule including at least one condition for automatically 
responding to the barter pnler, 

the processor operative \yith control instructions stored in the memory to perform the 
steps of 

comparing on the computer the barter order to the at least one condition 
comprising the rule; and 

automatically responding to the barter order in accordance with the at least one 
condition of the rule. 

8. A system in accordance with claim 7 wherein: 

at least one of the first security or the second security includes a quantity thereof; and 
the barter order further including an effective time range. 

9. A system in accordance with claim 7 wherein the at least one condition includes 
at least one variable selected from the group of variables including: the identitv of one or 
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more of the first and second securit Detweeh the buy and sell prices of the 

first and second securities, the relationship of the SIC codes of the first or second 
securities or any other securities, the market cap of the first or second securities, the 
average daily volume traded of the first or second securities and the debit value of the 
5 bid/ask spread of the first and second securities. 

1 0. A system in accordance with claim 9 wherein each of the conditions further 
includes a mathematical operator and a value. 

* * * ' ' ♦ • "*■.'»* 

0 11. A system in accordance with claim 7 wherein each of the rules further includes at 
least one pricing tier comprising an offer price range within which a rule is operative and 
an offer size value up to which a rule is operative; and 

if the rule is operative and if the at least one condition of the rule is satisfied, 
further comprising the steps of : r . 

5 if the barter offer; is a limit order, performing one of the steps of 

trading the first and second securities, and 
posting the barter offer for consideration for execution; 
if the barter offer is a market order, trading the first and second securities; and 
if a contra barter offer is accepted, trading the first and second securities. 

12. A system in accordance wiui claim 7 wherein the step of automatically 
responding includes prompting the operator to provide a manual response. 

13. A method for responding to a barter order, the barter order including a first 
security to be sold in a barter and a second security to be purchased in the barter, the 
method comprising the steps of: 

receiving a rule for automatically responding to the barter order; 

comparing the barter order to the at least one condition comprising the rule; and 
automatically responding to the barter order in accordance with the at least one condition 
of the rule. 
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14. A system for responding to the barter order including a first 
security to be sold in a barter and a second security to be purchased in the barter, the 
system comprising: 

means for receiving a rule including at least one condition for automatically 
responding to the barter order; 

means for comparing the barter order to the at least one condition comprising the 
role; and 

means for automatically responding to the barter order in accordance with the at 
least one condition of the rule. 

15. A method operable on a computer for establishing rules to respond to' a barter 
order, the barter order including a first security to be sold in a barter and a second 
security to be purchased in the barter, the method comprising the steps of: 

storing on said computer a plurality of variables and a plurality of operators; 

receiving through a graphical user interface input firom a user selecting from the 
plurality of variables and operators to form at least one condition; and 

responsive to the input, selecting the at least one condition to form a rule for 
automatically responding to the barter order. 

16. A method in accordance with claim 15 wherein: 

at least one of the first security and the second security includes a quantity 
thereof; and 

the barter order further including an effective time ranges ^ 

17. A method in accordance with claim 1 5 wherein the input from the user includes 
selecting at least one variable from the plurality of variables, at least one operator from 
the plurality of operators and at least one constraint to form the at least one condition. 

18. A method in accordance with claim 1 7 wherein the plurality of variables includes: 
the identity of one or more of the first and second securities, the delta between the buy 
and sell prices of the first and second securities, the relationship between the SIC codes 
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of the first or second securities or * irities, the market cap of the first or 

second securities, the average daily volume traded of the first or second securities and the 
debit value of the bid/ask spread of the first and second securities. 



One 



5 1 9. A method in accordance with claim 15 wherein the rule further includes at least 

pricing tier comprising an offer price range within Which a rule is operative and ah offer 
size value up to which a rule is operative. 

20. A system for estabhshing rules to respond to barter orders, comprising: 
10 a processor; 

a memory operatively connected to said processor and storing a barter order, the 
barter order including a first security to be sold in a barter and a second security to be 
purchased in the barter; 

the memory further storing a plurality of variables and a plurality of operators, the 
1 5 memory further storing instructions operable with the processor to cause the processor to 
perform the steps of: 

receiving through a graphical user interface input from a user, 
responsive to the input, selecting from the plurality of variables and operators to 
form at least one condition; and 

responsive to the input, selecting the at least one condition to form a rule for 
automatically responding to the barter order. 



21. A system in accordance with claim 20 wherein: * f 

at least one of the first security and the second security includes a quantity 
thereof; and ,- v . ... . 

the barter order further including an time date range. 



1 s • 



22. A system in accordance with claim 20 wherein the selecting step includes 
selecting at least one variable from the plurality of variables, at least one operator from 
the plurality of operators and at least one constraint to form the at least one condition. 
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23. A system in accordance wit nerein the plurality of variables includes: 
the identity of one or more of the first and second securities* the delta between the buy 
and sell prices of the first and second securities, the relationship between the SIC codes 
of the first or second securities or any other securities, the market cap of the first or 
second securities, the average daily volume traded of the first or second securities and the 
debit value of the bid/ask spread of the first and second securities. 

24. A system in accordance with claim 20 wherein the rule further includes at least one 
pricing tier comprising an offer price range within which a rule is operative and an offer 
size value up to which a rule is operative. 

25. A method for establishing rules to respond to a barter order, the barter order 
including a first security to be sold in a barter and a second security to be purchased in 
the barter, the method comprising the steps of: ■ 

storing a plurality of variables and a plurality of operators; 
receiving input from a user, 

respo^ive t to the input, selecting from the plurality of variables and operators to 
form at least one condition; and 

responsive to the input, selecting the at least one condition to form a rule for 
automatic^y responding to the barter order. 

26; ; . A system for establishing rules to respond to a barter order, the barter order 
including a first security to be sold in a barter and a second security to be purchased in— 
the barter, comprising: 

: means for storing a plurality of variables arid a plurality of operators; 
means for receiving input from a user, 

. means, responsive to the input, for selecting from the plurality of variables and 
operators to form at least one condition; and 

means, responsive to the input, for selecting the at least one condition to form a 
rule for automatically responding to the barter order 
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27. A method operable on a cc snerating a list of barter order trade 
information, comprising the steps of: 

maintaining a database of barter order trades; each of the baiter order trades 
including a plurality of trade parameters, the plurality of trade parameters including a first 
security including a quantity of the first security sold in the barter and a second security 
including a quantity of the second security purch^ed in the bartelr; 

receiving at least one selection parameter; 

using the at least one selection parameter to identify selected barter order trades 
from the database of barter order trades; and 

outputting at least one trade parameter for each of the selected barter order trades. 

28. A method in accordance with claim 27 and further including the step of: 
receiving a designated trade parameter; and 

said outputting step including outputting the designated trade parameter. 

29. A method in accordance with claim 27 wherein the step of outputting the at least 
one trade parameter includes displaying the at least one trade parameter in a real-time 
human-readable list. ~- 

30. A method in accordance with claim 27 wherein the at least one selection 
parameter is selected from the group comprising: all trades, trades including a symbol, 
trades including at least one symbol from a list of symbols, trades invoked by rules, and 
trades in a tier* < « , * *>t vjiv*.* -.■*»-«€! *s* i\a'.j<3* 1 ijt a* A^ji.±so ^ ai y»> >..••- ^ .1^^--,'^ ..<.-«. » ^ ».-« «-.«'—>■ — 

31. A method in accordance with claim 28 wherein the plurality of trade parameters 
further includes at least one trade parameter selected from the group comprising: a 
symbol, a share quantity, a dollar value, a trade price, a rule invoked, a price tier and a 
time stamp. 

* .j 

32. A system for generating a list of barter order trade mformatioil^ comprising: 
a processor; 



WO 02/069112 



67 



PCT7US02/06129 



a memory operatively conn Tocessor and storing a database of barter 

order trades, each of the barter order trades including a plurality of trade parameters, the 
plurality of trade parameters including a first secimty including a quantity of the first 
security sold in the barter and a second security including a quantity of the second 
security purchased in the barter, 

. - - « the processor operative with control instructions stored in said memory to perform 
the steps of; 

receiving at least one selection parameter; ' 
using the at least one selection parameter to identify selected barter order trades 
from the database of barter order trades; and. ••>■; 

outputting at least one trade parameter for each of the selected barter order trades. 

33. A system in accordance with claim 32 and further including the step of: 
receiving a designated trade parameter; and 

said outputting step including outputting the designated trade parameter. 

•• . ■ ■ ■ •.:*•*"*? ■ "** 1 : ■ * • * ' 1 ' " ' ' " • VJ ■- ■■*•*»•'*•.. 

* ■ 1 * . t _ 

34. , ; A system in accordance with claim 32 wherein the step ofbu^uttirig the at least 
one trade parameter includes displaying the at least one trade parameter in a real-time 
human-readable list. ; . 

35. A system in accordance with claim 32 wherein the at least one selection 
parameter is selected; from the group comprising: all trades^ trades including a symbol, 
trades including at least one symbol from a hst of symbols^ trades invoked by rules^ and 
trades in a tier. ; 

36. A system in accordance with claim 33 wherein the plurality of trade parameters 
further includes at least one trade parameter selected from the group comprising: a 
symbol, a share quantity, a dollar valuta trade price, a rule invoked, a price tier and a * 
time stamp. 

37. A method in accordance with claim 32 and further including outouttin*? an 
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indicator that two trades were exec 

* . •■»*•; ■ • i . * 

■ . •■ i '■ ... 

38. A method for generating a list of barter order trade information, comprising the 
steps of: • 

5 storing a plurality of barter order trades, each of the barter order trades including a 

plurality of trade parameters, the plurality of trade parameters including a first security 
including a quantity of the first security sold in the barter and a second security including 
a quantity of the second security purchased in the barter ; 
receiving at least one selection parameter; 
10 using the at least one selection parameter to identify selected barter order trades 

from the database of barter order trades; . 

receiving at least one trade parameter; and 

outputting at least the one trade parameter for each of the selected barter order 

trades. 

39. A system for generating a Kst of barter order trade information, comprising: 
means for maintaining a database of barter order trades, each of the barter order 

trades including a plurality of trade parameters, the plurality of trade parameters 
including a first security including a quantity of the first security sold in the barter and a 
20 second security including a quantity of the second security purchased in the barter ; 

meaiis for receiving at least one selection parameter; : 
means for using the at least one selection parameter to identify selected barter 
order trades from the r database of barter order -trades; 1 ,, * , ' ! ' ,?v/ ^ v^ii^;;^., 
means for receiving at least one trade parameter; and 
25 means for outputting at least the one trade parameter for each of the selected 

barter Order trades. - 
**",•«••■■ ... ■ . •.*'•'• ■* • ^ ~ " * » {••■*•* . j • 

40. A method operable on a computer for generating a list of barter order trade 
information from a database of barter order trades, each of the barter order trades 

30 including a plurality of trade parameters, the plurality of trade parameters including a first 
security, a quantity of the first security sold in the trade, a second security, and a quantity 
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of the second security purchased in ' method comprising the steps of: 

providing through a graphical user interface at least one Selection parameter to 

identify selected barter order trades from the database of barter Order trades; and 

receiving at least one trade parameter for each of the selected barter order trades 

in a real-time, human-readable ticker format 

41. Amethod in accordance with claim 40 and further including the ^tep of: 
identifying a designated trade parameter; and 

said receiving step including receiving the designated trade parameter. 

, ' , ■ ' : <*, • • , . ■ ■ » ■ - • . . 

>■ : ■ . . • 1 - . .»,.••*. '*•»■**• ...» - ' 

42. A method in accordiance with claim 41 whereiii the plurality of trade parameters 
further includes at least one trade parameter selected from the group comprising: a 
symbol, a share quantity, a dollar value, a trade price, a rule invoked, a price tier and a 
time stamp. 

* 

43. A method in accordance with claim 40 therein the at least one selection 
parameter is selected from the group comprising: all trades, trades including a symbol, 
trades including at least one symbol from a list of symbols, trades invoked by rules, and 
trades in a tier. 

44. A method in accordance with claim 40 and further including an indicator that two 
trades were executed as a pair. 

45. A system for generating a list of barter order trade mformatioii, comprising: 
aprbcessor; : -' 

la memory connected to the processor and storing a plurality of barter older trades, 

» * ■ 

each of the barter order trades including a plurality of trade parameters, the plurality of 
trade parameters including a first security, a quantity of the first security sold in the trade, 
a second security, and a quantity of the second security purchased in the trade; 

the processor operative with control instructions stored in the memory to perform 
the steps of 
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providing through a graphic ace at least one selection parameter to : . 

identify selected barter order trades from the database of barter order trades; and 

receiving at least one trade parameter for each of the selected barter order trades 
in a real-thne, human-readable ticker format 

5 

46. A system in accordance with claim 45 and further including the step of: 
identifying a designated trade parameter; and 

said receiving step including receiving the designated trade parameter. ; 

10 47. A system in accordance with claim 46 wherein the plurality of trade parameters 
further includes at least on? trade parameter selected from the grqup comprising: a 
symbol, a share quantity, a dollar value, a trade price, a rule invoked, a price tier and a 
time stamp. 

15 48. A system in accordance with claim 45 wherein the at least one selection 

parameter is selected from the group comprising: all trades, trades including a symbol, 
trades including at least one symbol from a list of symbols, trades invoked by rules, and 
trades in a tier. 

,*-..!■ . . -;' * :.. . V.. 

20 49. A system in accordance with claim 45 and further including an indicator that two 
trades were executed as a pair. 

* • , : • * . ' ■ - * / • " : 

50. A method for generating a list of barter order trade information from a database of 

barter order trades, each of the barter order trades including a plurality of trade 
25 parameters, the plurality of trade parameters including a first security, a quantity of the 

first security sold in the trade, a second security, and a quantity of the second security 

purchased in the trade, the method comprising the steps of: 

providing at least one selection parameter to identify selected barter order trades 

from the database of barter order trades: and , , 

30 receiving at least one trade parameter for. each of the selected barter order trades. 
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51. A system for generating a 1 ruer trade information, comprising: 
means for storing a plurality of barter order trades, each of the barter order trades 

including a plurality of trade parameters, the plurality of trade parameters including a first 
security, a quantity of the first security sold in the trade, a second security, and a quantity 
of the second security purchased in the trade; 

means for providing at least one selection parameter to identify selected barter 
order trades from the database of barter order trades; and 

means for receiving at least one trade parameter for each of the selected barter 
order trades. 

52. A method operable on a computer for generating reports, the method comprising 
the steps of: r _ . ; 

receiving on the computer a plurality of barter order requests* each barter order 
request including a first security including a quantity thereof to be sold in the barter and a 
second security including a quantity thereof to be purchased in the barter; 

receiving at least one rule for automatically responding to a barter order request; 

processing the plurality of barter order requests in accordance with the at least one 
rule; and ........ 

generating a report relating to the plurality of barter order requests processed in 
accordance with the at least one rule. 

A • .... 

53. A method in accordance with claim 52 wherein the processing step includes 

trading or not trading to fill each of the plurality of baiter order requests in accordance 

with the at least one rule; and 

the report is a profit and loss report indicating profits or losses occurring from the 
processing step. 

54. A method in accordance with claim 52 wherein the barter order further including 
an effective time range. 

55. A method in accordance with claim 52 wherein the report is sorted by at least one 
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of the group comprising a: stock s; ule and tier, and transaction total. 

56. A method in accordance with claim 52 wherein Ihe report includes executed 
barter order requests selected from the group comprising: all trades, trades including a 
5 specified symbol, trades including a symbol selected from a list of symbols, trades 
invoked by a rule and trades in a selected price/size tier. 



10 



15 



57. A method in accordance with claim 52 wherein the report includes only trades 
within a specified time period. 

58. A method in accordance with claim 52 wherein the report includes data selected 
from the group comprising: share inventory, price inventory, number of trades, total 
profits and losses, realized profits and losses, unrealized profits and losses, ah identifier 
of the rule invoked and an identifier of the price/size tier for a trade. 



59. A system for generating reports, comprising: 

. a processor; - *< • v •'■ 

a memory operatively connected to the processor, the memory storing a plurality 
of barter order requests, each barter order request including a first security including a 
20 quantity thereof to be sold in the barter and a second security including a quantity thereof 
to be purchased in the barter; 

the processor operative with control instructions stored in the memory to perform 
the steps of m .^^k.^m^/^ s.-vj *■:?> ic*i\ f^»» »j. --so ■ » i?^*^—* s .« u. ^xj.tj-n^^ **3.±±ljujj 

receiving at least one rule for automatically responding to a barter order request; 
25 processing the plurality of barter order requests in accordance with the at least one 

rule; and 

generating a report relating to the plurality of barter order requests processed in 
accordance with the at least one rale. 

30 60. A system in accordance with claim 59 wherein the processing step includes 

trading or not trading to fill each of the plurality of barter order requests in accordance 
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with the at least one rule; and 

the report is a profit and loss report indicating profits or losses occurring from the 
processing step. / 

„ ,. •» - * • * . 1 

61. A system in accordance with claim 59 wherein the step of receiving at least one 
rule includes receiving the rule through a graphical user interface. 

• " : , • * ' \. • • • ■ 

62. A system in accordance with claim 59 wherein the barter order request further 
includes an effective time range. 

r • m * 

63. A system in accordance with claim 59 wherein the report is sorted by at least one 
of the group comprising a: stock symbol, rule, rule and tier, and transaction total. 

64. A system in accordance with claim 59 wherein the report includes executed barter 
order requests selected from the group comprising: all trades, trades including a specified 
symbol, trades including a symbol selected from a list of symbols, trades invoked by a 
rule and trades in a selected price/size tier. 

65. A system in accordance with claim 59 wherein the report includes only trades 
within a specified time period. 

66. A system in accordance with claim 59 wherein the report includes data selected 
from th^ group, comprising:, share inventory, price inventory, number of trades,- total 
profits and losses, realized profits and losses, unrealized profits and losses, an identifier 
of the rule invoked and an identifier of the price/size tier for a trade. 

67. A method for generating reports, the method comprising the steps of: 
receiving a plurality of barter order requests, each barter order request including a 

first security including a quantity thereof to be sold in the barter and a second security 
including a quantity thereof to be purchased in the barter, 

receiving at least one rule for automatically responding to a barter order reauest: 
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processing the plurality of b ?U ests in accordance with the at least one 

rule; and 

generating a profit and loss report relating to the plurality of barter order requests 
processed in accordance with the at least one rule. 

68. A system for generating reports, comprising: ^ 

means for receiving a plurality of barter order requests, each baiter order request 
including a first security including a quantity thereof to be sold in the barter md a second 
security including a quantity thereof to be purchased in the barter, 

means for receiving at least one rule for automatically responding to a barter order 
request;. /; • •/ . ' <•:.•• • 

means for processing the plurality of barter order requests in accordance with the 
at least one rule; and 

: means for generating a profit and loss report relating to the plurality of barter 
order requests processed in accordance with the at least one rule. 

69. A method operable on a computer for generating reports; the method comprising 
the steps of: 

generating through a graphical user interface at least one rule for automatically 
responding to a plurality of barter order requests, each barter order request including a 
first security including a quantity thereof to be sold in the barter and a second security 
including a quantity thereof to be purchased in the barter; and 

equestingv through a graphical user interface a report relating to the plurality of 
barter order requests. 

70. A method in accordance with claim 69 wherein each barter order request further 
including an effective time range. 

71 . A method in accordance with claim 69 wherein the report is a profit and loss 
report; and further including the step of 

receiving the report in human-readable format. 
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72. A method in accordance with claim 7 1 wherein the report is sorted by at least one 
of the group comprising at least one: stock symbol, rule, rule and tier and transaction 



total. 



73. A method in accordance with claim 71 wherein the report includes executed 
barter order requests selected from the group comprising: all trades; trades including a 
specified symbol, trades including a symbol selected from a list of symbols, trades 
invoked by a rule and trades in a selected price/size tier. 

74. A method in accordance with claim 71 wherein the report includes only trades 
within a specified time period. r 



75 . A method in accordance with claim 7 1 wherein the report includes data selected 
from the group comprising: share inventory, price inventory, number of trades, total 
profits and losses, realized profits and losses, unrealized profits and losses, an identifier 
of the rule invoked and an identifier of the price/size tier for a trade. 

76. A system for generating reports, comprising: 
a processor; 

a memory connected to the processor and storing a plurality of barter order 
requests, each barter order request including a first security including a quantity thereof 
to be.spld.iirtte barter ,and a secp^security including a quantity thereo£to be purchased 
in the barter; 

said processor operative with instructions in said memory to perform the steps of 
generating through a graphical user interface at least one rule for automatically 
responding to the plurality of barter order requests; and 

requesting a report relating to die plurality of barter order requests. 

77. A system in accordance with claim 76 wherein 
each barter order further includes an effective time range. 
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78. A system in accordance with claim 76 wherein the report is a profit and loss 
report; md further including the step of r 

receiving the report in human-readable format. 

79. A system in accordance with claim 78 wherein the report is sorted by at least one 
of the group comprising a: stock symbol, rule, rule and tier ahd transaction total. 



80. A system in accordance with claim 78 wherein the report includes executed barter 
order requests selected from the group comprising: all trades, trades including a specified 
symbol, trades including a symbol selected from a list of symbols, trades invoked by a 
rule and trades in a selected price/size tier. 

81. A system in accordance with claim 78 wherein the report includes only trades 
withm a specified time period. 

82. A system in accordance with claim 78 wherein me report includes data selected 
from the group comprising: share inventory, price inventory, number of trades, total 
profits and losses, realized profits and losses, unrealized profits and losses, an identifier 
of the rule invoked and an identifier of the price/size tier for a trade. 

83. A method for generating reports, comprising the steps of: 

* K . 4 generating, at least , one rule;for automatically responding to a plurality of barter 
order requests, each barter order request including a first security including a quantity 
thereof to be sold in the barter and a second security including a quantity thereof to be 
purchased in the barter; and , 

requesting a profit and loss report relating to the plurality of barter order requests. 

■ . * # * t * * . 

84. A system for generating reports, comprising: 
means for generating at least one rule for automatically responding to a plurality 

of baiter order requests, each barter order request including a first security including a 
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quantity thereof to be sold in the bi xmd security including a quantity thereof 

to be purchased in the barter; and 

means for requesting a profit and loss report relating to the plurality of barter 
order requests. 

85. A method operable on a computer for responding to a submitted ^barter order 
request, the method comprising the steps of: 

receiving on the computer the submitted barter order request including a first 
security to be sold in the barter and a second security to be purchased in the barter^ 

identifying on the computer at least two contra barter orders together sufficient to 
satisfy at least a portion of the submitted barter order request; and 

executing trades specified by the submitted barter order request and each of the at 
least two contra barter orders; 

. whereby to satisfy at least a portion of the submitted and contra barter order 
requests. 

»_*•;«. * - - • 

86. A method in accordance with claim 85 wherein: 

each first security in the submitted and contra barter order requests includes a quantity 
thereof; and : 

each submitted and contra barter order request further including an effective time 
range. \: - . - ; 

■ ' • ' ■ " - •. i : ■ » . . .* / * ■ « 

87. A method in accordance with claim 86 wherein the at least two contra barter order 
requests include in combination the first and second securities in quantities and within a 
date range sufficient to satisfy the submitted barter order request; and 

i : - the step of executing trades satisfies the submitted barter order request 

88. A system for responding to a. submitted barter order request, comprising: 
a processor; 

a memory connected to the processor and storing a plurality of contra barter order 
requests; 
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the processor operative wii auctions in the memory to perform the 

steps of 

receiving the submitted barter order request including a first security to be sold in 
the barter and a second security to be purchased in the barter, 

identifying from the plurality of barter order requests at least two contra barter 
order requests together sufficient to satisfy at least a portion of the submitted barter order 
request; and 

executing trades specified by the submitted barter order request and each of the at 
least two contra barter order requests; 

whereby to satisfy at least a portion of the submitted and contra barter order 
requests. •• v ; 

• ■ - ■ . . . . *' - = . . •• i • . 

89. A system in accordance with claim 88 wherein: 

each first security in the submitted and contra barter order requests includes a 
quantity thereof; and 

each submitted and contra barter order request further including an effective time 
range. -y,/-; . ^ • 

90. A system in accordance with claim 89 wherein the at least two contra bairter order 
requests include in combination the first and second securities in quantities and within a 
date range sufficient to satisfy the submitted barter order request; and 

the step of executing trades satisfies the submitted barter order request. 

91. A method for responding to a submitted barter order request, the method 
comprising the steps of: . 

receiving the submitted barter order request including a first security to be sold in 
the barter and a second security to be purchased in the barter, 

identifying at least two contra barter order requests together sufficient to satisfy at 
least a portion of the submitted barter order request; and 

executing trades specified by die submitted barter order request and each of the at 
least two contra barter order requests; 
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whereby to satisfy at least -< ie submitted and contra barter order 

requests, 

... . • . 

92. A system for responding to a submitted barter order request; comprising: 
means for receiving the submitted barter order request including a first security to 

be sold in the barter and a second security to be purchased in the barter, 

means for identifying at least two contra barter order requests together sufficient 
to satisfy at least a portion of the submitted barter order request; arid 

r . means for executing trades specified by the submitted barter order request and 
each of the at least two contra barter ? prder requests; 

whereby to satisfy at least a portion of the submitted and contra barter order 
requests. 

93. A method, operable on a computer for responding to a submitted barter order 
request, the method comprising the steps of: 

receiving on .the computer the submitted barter order request including a first 
security to be sold in the barter and a second security to be purchased in the barter , 

comparing the submitted barter order request to a plurality of contra barter order 
requests; ^ , #/< . ; . , , . _ . , • , • .: 

if the submitted barter order request cannot be satisfied by one or more of the 
plurality of contra barter order requests, splitting the submitted barter order request into a 
buy order and a sell order; and v 

executing the buy order and sell order on an open market exchange. 

94. A method in accordance with claim 93 wherein: 

at lea^t one of the first, security and .the second security includes a quantity 
thereof; and • 

the barter order furtherincluding an effective time range. 5 1 

95. , A method in accordance with claim 93. wherein the submitted barter order 
includes a limit price for at least one of the first and second securities: and 
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at least one of the buy and a limit order. 

96. A method in accordance with claim 93 wherein at least one of the buy and sell 
orders is a market order. .» : 



* ■ 



97. A system for responding to a submitted barter order request, comprising: 
. a processor; 

a memory connected to the processor and storing a plurality df contra barter order 
requests, each of the contra barter order requests including a fir^t security to be sold in 
the barter and a second security to be purchased in the barter; 

the processor operative with control instructions stored in the memory to perform 
the steps of 

receiving the submitted barter order request, 

comparing the submitted barter order request to the plurality of contra barter order 
requests; • ■ ■ . 

if the submitted barter order request cannot be satisfied by one or more of the 
plurality of contra barter order requests^ then splitting the submitted barter order request 
into a buy order and a sell order; and f -y-' 

executing the buy order and sell order on an open market exchange. 



- • s * : *" : 



98. . t A system in accordance with claim 97 wherein: 

at least one of the first security and the second security includes a quantity 
thereof^ and .^^(jKii-ti/.-i >-?~k *_» csk-^mv* * s-t^ i-in t-^*s m jS\* tiw^ iii^u — 

the barter order further including an effective time range. 



99. A system in accordance with claim 97 wherein the submitted barter order includes 

■ 

a limit price for at least one of the first and second securities; and 

at least one of the buy and sell orders comprising a limit order. 

100. A system in accordance with claim 97 wherein at least one of the buy rind sell 
orders is a market order. 
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101. A method for responding to a submitted barter order request, the method 
comprising the steps of: 

receiving the submitted barter order request including a first security to be sold in 
5 the barter and a second security to be purchased in the barter , 

comparing the submitted barter order request to a plurality of contra barter order 
requests; 

if the submitted barter order request cannot be satisfied by one or more of the 
plurality of contra barter order requests, then splitting the submitted barter order request 
10 into a buy order and a sell order; and 

executing the buy order and sell order on an open market exchange. 

1 02. A system for responding to a submitted barter order request, comprising: 
means for receiving the submitted barter order request including a first security to 

15 be sold in the barter and a second security including a quantity thereof to be purchased in 
the barter, , 

means for comparing the submitted barter order request to a plurality of contra 
barter order requests; . 

means, if the submitted barter order request cannot be satisfied by one or more of 
20 the plurality of contra barter order requests, for splitting the submitted barter order 
request into a buy order and a sell order, and 

means for executing the buy order and sell order on an open market exchange. 

— ■ _. 

1 03. A method operable on a computer for creating a barter order request, the barter 
25 order request including at least first and second securities, the first security including a 

quantity thereof to be sold in a barter, the second security including a quantity thereof to 
be purchased in die barter, and the barter order request further including a date in which 
the barter is to occur, the method comprising the steps of: 

establishing on the computer a condition for identifying the at least first and 
30 second securities; and 

establishing on the computer a formula for grouping the at least first and second 
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securities into a basket of security 

104. A method in accordance with claim 103 wherein the condition includes at least 
one variable, at least one arithmetic operator, a comparison operator, and a constant. 

105. A method in accordance with claim 103 wherein the formula includes filters. 

106. A method in accordance with claim 103 wherein the condition is based oh at least 
one of the group including market characteristics and ride charact©ristics. 

107. A system operable on a computer for establishing a basket of securities fiom 
which to create a barter order request, the barter order request including a first security 
including a quantity thereof to be sold in a barter, a second security including a quantity 
thereof to be purchased in the barter, and a date in which the barter is to occur, the system 
comprising: 

means for providing a plurality of selectable conditions, each condition operative 
to identify a plurality of securities; and 

means for creating a formula to define a basket of securities from the plurality of 
securities, the basket including at least.the first and second securities. 

1 08. A method in accordance with claim 1 07 wherein each of the plurality of 
conditions includes at least one variable, at least one arithmetic operator and a 
comparison operator. 

109. A method in accordance with claim 107 wherein the means for creating a formula 
includes means for establishing filters. 

• • ■ . • i ■ • • . .* - . ■ , • » • , * 

110. A system in accordance with claim 1 07 further comprises means for including in 
the barter order request a condition relating to the value of the barter. 

111. A method operable on a computer for creating a contingent barter order request. 
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the method comprising the steps o 



thereof to be sold in a barter, a second security including a quantity thereof to be 
purchased in the barter, a date in which the barter is to occur; and a first condition 
relating to the value of the barter under which condition the barter is to occur on the date; 

creating a contingency including a second condition; 

monitoring the second condition; and 

automatically submitting the barter order request for processing upon the 
occurrence of the second condition. 



112. A method in accordance with claim 111 wherein the step of automatically 
submitting the barter order request includes transmitting the barter order request to a third 
party for execution. 



1 13. A system for creating a contingent barter order request, the barter order request 
including a first security including a quantity thereof to be sold in a barter, a second 
security including a quantity thereof to be purchased in the barter, a date in which the 
barter is to occur, and a first;condition relating to the value of the barter uuder which 
condition the barter is to occur on the date; the system comprising: 
a processor; 

a memory connected to the processor and containing instructions operable with 
the processor to cause the processor to perform the steps of 

creating using input data from a user the barter order request; 

defining using input data from the user a contingency including a second 
condition; n 

monitoring the second condition; and 

automatically submitting the barter order request for processing upon the 
occurrence of the second condition. 



1 14. A system in accordance with claim 113 wherein the step of automatically 
submitting the barter order request includes transmitting the barter order to a third oartv 



tKII 
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for execution. 

* ■ # -** ■ . * * * 

• * * 

115. A method in accordance with claim 1 13 wherein the step of automatically 
submitting the barter order request includes transmitting the barter order to a third party 
for a quote response. - 

» 

1 16. A method operable on a computer for trading a barter order including a first 
security to be sold and a second security to be purchased, the method comprising the 
stepsof: 

receiving on the computer the barter order, the barter order comprising one of the 
group including a limit order* a market order and a trade from order book; 

; if the barter order is a limit order, submitting the limit order for execution; 
if the barter order is a market order, submitting the market order for execution; 

and 

.if the barter order is a trade from order book, providing contra barter offers for 
consideration. 

; ■ ■ ' ■ t . . • - 4 , . 

i. .. . . _ " . 

117. A method in accordance with claim 1 16 wherein the limit order is expressed as a 
total dollar limit 

1 18. A method in accordance with claim 117 where the total dollar limit is 
automatically calculated on the computer. 

119. A method in accordance with claim 11 6 wherein individual prices are established 
for at least one of the first and second securities. 

• . . • :* ■ ■ - 

1 20. A method in accordance with claim 1 1 6 wherein the step of receiving on the 
computer a barter order is performed using a graphical user interface. 

121. A method in accordance with claim 1 1 6 wherein, if the barter order is a trade 
from order, further including the step of completing a trade without specifying a limit 
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price or a limit or market order stal 

1 22 . A method in accordance with claim 116 wherein, if the barter order is a trade 
from order book, further comprising the step of selecting at least one contra offer for 
trading. 

123. A method in accordance with claim 122 wherein the step of selecting at least one 
contra offer includes simultaneously selecting a plurality of contra offers. 

124. A method in accordance with claim 123 and further including the step of 
automatically receiving the cumulative value of the difference between National and 

Internal offers. 

* . * • ....•»•» *» 

125. A system for trading a barter order including a first security to be sold and a 
second security to be purchased, comprising: 

a processor; • 

a memory connected to the processor and storing the barter order, the baiter order 
comprising one of the group including a limit order, a market order and a trade from 
order book, the memory further containing instructions for controlling the operation of 
the processor to perform the steps of 

if the barter order is a limit order, submitting the limit order for execution; 

if the barter order is a market order, submitting the market order for execution; 
and , - .'w 

if the barter order is a trade from order book, providing contra barter offers for 
consideration. 

■ - » 

126. A system in accordance with claim 125 wherein the limit order is expressed as a 
total dollar limit. 

127. A system in accordance with claim 126 where die total dollar limit is 
automatically calculated on the computer. 
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128. A system in accordance with claim 125 wherein individual prices are established 
for at least one of the first and second securities. 

129. A system in accordance with claim 125 wherein the barter order is received into 
the system using a graphical user interface. 

130. A system in accordance with claim 125 wherein, if the barter order is a trade 
from order, further including the step of completing a trade without specifying a limit 
price or a limit or market order status. 

131. A system in accordance with claim 125 wherein, if the order is a trade from order 
book, then further comprising the step of selecting at least one contra offer for trading. 

' ■ " ■ - • . 1 . " .. • . • - - > • ■ •- • 

132. A system in accordance with claim 131 wherein the step of selecting at least one 
contra offer includes simultaneously selecting a plurality of contra offers. 

133. A method in accordance with claim 132 and further including the step of 
automatically receiving the cumulative value of the difference between National and 
Internal offers. 

1 34. A method for trading a barter order including a first security to be sold and a 
second security to be purchased, the method comprising the steps of: 

receiving the barter prder^ the barter order comprising one of the group including 
a limit order, a market order and a trade from order book; 

if the barter order is a limit order, submitting the limit order for execution; 
if the barter ^ order is a market order* submitting the miaiket order for e 

and 

if the barter order is a trade from order book, providing contra barter offers for 
consideration. 
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135. A system for trading a bartt oing a first security to be sold and a 

second security to be purchased, the system comprising: 

means for receiving on the computer the barter order, the barter order comprising 
one of the group including a limit order, a market order and a trade from order book; 

means for submitting ,if the barter order is a limit order, the limit order for 
execution; 

means for submitting, if the barter order is a market order, the market order for 

"... *t - r 

execution; and 

means for providing, if the barter order is a trade from order book, contra barter 
offers for consideration. 
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532-^ Dividend Reinvestment (for new stock) 



□ 
□ 
□ 



yes, new stock must have a dividend reinvestment program 

no, new stock must not have hid a dividend reinvestment program 

accept new stock with or without a dividend reinvestment program 



534^ Tvpe of Barter 

o direct barter only (fee amount anticipated to be 3 
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542-* Your total barter amount is (anticipated to be)__ f or ncw stQck 

Note: your value price is " X" percentage/d oUar amount less/more than current 
stock trading price. 1 change 1 J continue I 



544-* Note: Ratio of your stock to stock tradin g price divided by new stock to stock trading 

price is "XX.XX" 1 change I 



546-^ System will re-list order and list terms and conditions and ask if you want to continue 
must click on the continue/agree icon 



; ■ 
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BarterSecurities Control Center 

The Control Center is the starting point to create and send orders, and to check 
on trades and positions. Although users may have multiple -accounts, the 
information shown in the Control Center applies only to the Account designated 
in the upper left corner. # : 



•i 



You may create a new order by clicking the Place Order: button on the upper 
right of the screen. Doing so pops up the Order Entry screen from which you 
may (1) save the order for later use, (2) create a Market or Limit order, or (3) 
trade directly from the Limit Order Book (LOB) for your order. 

.*'.."■ - •' . . . ? ' *:* . i .. 
The Open Orders tab shows orders that have been sent and are pending prior to 

execution. For example, if you submit a limit order that is away from the market 

and so cannot be traded, it will be shown in this tab: Orders are shown as Open, 

Riled, Out, Canceled, Part Rll, Part RII— Right-clicking 

on an order's line brings up a menu which allows you to change or cancel the 

order. Note that when you trade directly from the LOB, you receive an 

instantaneous confirmation; hence, your order will not show up 'in the Open 

Orders tab. 



The Order History tab summarizes. the barter trades that you have made. By 
default, trades for all symbols are shown. By filling in the appropriate fteds, you 
may choose to limit the viewed barter, trades to only, those involving one stated 
symbol, or only those involving two stated symbols In combination. You may also 
choose to view only those trades within a stated historical time ; period. By 
clicking on a column header, you may sort trades in the list according to the 
column's attribute. (E.g., "symbol" or "bate/Time".)^ 



The Saved Orders tab shows all orders that you have saved for delivery in the 
future. If. you saved an order from the Market Order Ehtfv pf Limit Order Entry 
screens, that fact is indicated in the Type column, Double-dickihg on one of 
these orders pops up the respective Market or Umlt ^sdneen for modification of the 
order and/or order delivery. If you saved the original order from the main Order 
Entry screen, then there is no corresponding Indicator in the Saved Orders tab. 
Double-clfdcing on such an order pops up ^e main Order Entry screen from 
which you can initiate a limit or market order or choose to trade directly from the 
LOB. Right-clicking on any saved order pops up a menu that allows you to trade 
the order from the LOB, edit the order, or delete it£5 - , l- 



The Portfolio tab lets you view your current inventory of long and short 
securities. Double-clicking on any security's row in: this tab pops up the main 
Order Entry screen with the security symbol and quantity filled in to effect a 
dosing trade. For example, if you are short 500 IBM, the Order Entry screen 
would show a buy of 500 IBM. After filling in a buy-side security and quantity, 
you may submit the order. 
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BarterSecurities Order Entry 

Bring up the Order Entry screen either by clicking the Place Order button 
on the BarterSecurities Control Center, or by double-dlckfng a saved 
order. To begin to place an order, first make sure the Account number tn 
the upper left of the screen is correct Then describe your order by Riling in 
just four fields: buy-side symbol, sell-side symbol, buy-side shares and sell- 
side shares. 

If you wish to express quantity In terms of dollars, dick the button next 
to a Shares field. The Calculate Shares screen pops up in which you can 
enter the desired number of dollars. Clicking OK transforms the dollars into 
shares of a security based on the Last Trade price of the security. 

Unlike traditional one-sided orders, you don't have to specify limit or 
market status to trade a barter order unless you prefer to do so. You can 
trade directly from the Umlt Order Book for your order. 

Market Orders 

. To send a market order after you have filled in symbol and quantity 

information, click Market Order. You will be asked whether you would like 
to attach contingencies to your order. For example, you could send your 
market order only when the price of your buy-side security touches $50. To 
learn more dick Market Order entry. 

Limit Orders 

* ♦ - * * ; 

To send a limit order after you have filled in symbol and quantity 
information, dick Limit Order* You wID be asked to attach a limit price to 
your order as well as other optional information ; To learn more dick Limit 
Order entry. 

■'■ * * s- : *. . : 

Trade from Order Book 

.... . , . . . 

To view the current offers for you order, or to trade directly against the . . 
existing offers for your, order, dick Trade from Order Book after you have 
filled in symbol and quantity information on the Order Entry screen. Using 
the Umlt Order Book (LOB) lets you complete a trade without specifying a 
limit price for your trade and even without spedfying Market or Limit 
status. You can trade on individual offers that are Internal to the ~~ 
BarterSecurities system, or you can trade sJrrmlt^eousfy with one-dick . 
(Quick Fill) on all of the available internal, offers up to the quantities that 
you specified in your incoming order. ^To team more about the fastest way 
to trade your order, dick Limit Order Book. 

Save Order 

To save an order. for use later dick theSave button: The order is saved in ; - 
the Saved Orders tab of the Control Center. When you doub!e-dlck the 
order in the Control Center, your order wftrpop up In the Order Entry! 
screen, from which you can designate a market or limit order, or Trade 
from Order Book. If you wish to save an order along with limit order 
information, you should dick the Limit Order button on the Order Entry 
screen, enter the relevant information, and then dick the Save button on 
the Limit Order Entry screen. The order will still be saved In the Saved 
Orders tab of the Control Center, but double-diddng the order will pop 
up the Umlt Order Entry screen from which you can modify your 
information and/or send your order. Likewise for saved market orders. 
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Level I) Quotes 

Buy 1000 MSFT / Sell 2000 INTC 



INTC 



27.00 




I £26^^-506 




27.02 1300 
27.02 . 400 
27.02 800 



.»».« ■ * * _-v ■ . It 

MSFT 




V 54.97 AU^UIOO* 
54.97 c V- 900 



55.00 
55.00 



200 
300 




# i , 



Figure 40 



Internal and External Offers 
Buy 1000 MSFT / Sell 2000 INTC 



Close 



Change external trading preferences . . . 





Urn 500 x 1000 54.995 SAVE $13.50 ffe^radeW l^ 




MM 



NATL 



250 x 500 



400 x 800 



55.03 



SAVE $11.25 



'Trade up to* 



i^Trade up to** 



55.075 



•If'"" *V 



Trade up to l ' 
i^Tradeuptov 
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BarterSecurities Umit Order Book (LOB) 

You can use the LOB to view national-martcet Information for the the securities that comprise your baiter . - 
order, or you may view and trade en the BerterSecurfties system-generated (Internal-) offers for vow 
order. When you trade en an Internal offer, you receive an Instant Confirmation. :" : ;. 

For the stocks that you specified tn the Order Entry screen vou can view traditional single-stock National Best 
Bid and Offer (NBBO) prices and stzes, single-stock national Level U quotes, and national-market offers for" 
your barter order. ' r -*> : " \ 

You can Grade on individual Internal titters, or you can trade simultaneously with one-cpck ("Quick All") on 
all of the available Internal offers up to the quantities that you specified In your Incoming order. You can 
observe the value of the difference between National and Internal offers for your barter order ("You save"). 

What do you want to link to? 

National Marfcgt Infeftnarton .' '■ 

QCCflflog Matte nal Mmrieet Responses on the BarterSeairMes Umlt Order Book - 
Trading on ind ividual Offers for a Barter Order 
Tradmn ustno rtu> nutHt Pin button 

Calculation o f Saving from Internal Often oft tt»« BarterpguHtlgg Umlt Order Book 

instant Confirm atl an 




National Market Information . 

The BarterSecurfdes Limit Order Book (LOB) provides three types of national market 
InfrtrmaHnn fhrfrtw <tnrk«i that vou soeriflr*! tn the Order Entry screen: fli National 

Best Bid and Offer (NBBO) markets, (2) Level U Quotes, end (3) national offers for . 
you barter (two-sided) order. 

NOBO Markets ^ 

The top scctton cf the LOfl shows your Incoming order and the NB80 markets for the : ■ 
two stocks that you specified In your order. The NBBO Information shown Is the last . 
trade, dally pice change, bid, ask. bid size, and ask sire for each security. Bid and 
ask sizes are shown In numbers of shares, rather than to hundreds of shares, 
Columns can be reordered by dragging and dropping. /". 

Level II Quotes ./ V -'iv,' 

Level n Quotes for the two stocks that you specif ied In your barter order can be V s 
viewed either by clicking die VTaw Level U Quotes button In the Individual Offers 
section of the LOB, or by choosing View Level II Quotes from the Vlem menu at 
the top of the LOS. 

In the Level II Quotes screen five Level IX bids and offers are shown for your sell-sMe 
security on die left and for your buy-slze security oh the night, backing the 
<Goflapse> button places the bids of trie security that you Intend to sell next to the ~ 
asks of the security that you Intend to buy. lit this form It Is easier to see the 
capacity of the national markets to satisfy your Incoming order. 

National ("External") Barter Offers 

National offers for your two-sided order can be viewed either by disking the Vl«w 
National Markets button in the Individual Offers section of the LOB, or by choosing 
View National Markets from the View menu at the top of the LOB. 

The National Markets screen shows the quantity of shares (tn the ratio that you 
specified hi your Incoming order) that Is available at respective bid prices (for your 
sell -side stock) end ask prices (for your buy-side stock). This Information ts 
compared' to the offers that are Internal to the BarterSecurities system to calculate 
the price and quantity advantages of trading en Internal markets. 
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Trading on Individual Offers for a Barter Order 

The bottom section of the Limit Order. Book (LOB), entitled "Internal Offers", normal ly - 
shows several offers for the two-sided order that you specified in! the Order Entry screen. 
These offers are internal 'to the- BarterSecurities .system;". Le., '.they ^are ; npt : available- In, the 
national markets. The system displays all. available Internal offers up to a cumulative , 
share quantity equal to the quantities^ that you specified in Order Entry screen. The - : ... : 
offers are ranked from most favorable to least favorable offer price, and they retain the . 
ratio of buy-quantity to sell-quantity that you specified. IMPORTANT: All offers are 
expressed as selling your sell-side security on the current NBBO bid price and buying 
your buy-side security at the variable Ask price shown. . 



The data displayed for each internal offer are (1) a barter quantity expessed In actual 
(not hundreds of) shares, (2) a sell-side security bid price (i.e., the current NBBO bid), 
(3) a buy-side security ask price (used to rank the offers) and (4) a dollar amount of 
savings relative to executing your order on the national markets. See how Savings is 
computed. ,;y . :c.o. • 



Next to the most attractive offer is a Trade button and next to each subsequent offer Is 
a "Trade up to" button. Clicking on one of these buttons generates an instantaneous 
trade report at the quantities and prices currently displayed. If a trader dicks a "Trade 



up to" button, then the indicated offer and all. more attractive offers are sent for 
execution. NOTE; Traders must exercise care if displayed offers are changing rapidly.. . . 

A Save amount less than zero means that it may be more expensive to execute you r 
order Internally (i.e., on the BarterSecurlties system) than on a national market. 
However, the BarterSeudrites system has these advantages: (1) your order confirmation 
Is immediate, (2) your specified security quantity ratio is preserved, and (3) the internal 
quantity depth offered may be greater than on the national market 



Figure 44 
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Trading using the Quick Fill button 



* * ** . 



— 1 I • 



The middle section of the Limit Order Book (LOB), entities M BI I Orde 
convenient way to view the aggregation of the Individual Offers shown ia the bottom ["-•' 
section of the LOB. The Quick Fill offer Is designed to fill your incoming 
that enough individual offers exist to do so . The Quick Rl I quantity Is the sum of the 
available individual offer quantities up to the size of your incoming order. The Quick Rll 
sell-side price is that security's current NBBO bid arid the buy-side price is the quantity- 
weighted average of the individual offer buy-side ask prices. 



The data displayed for the Quick Fill offer are (1) buy- and sell-side quantities expessed 
in actual (not hundreds of) shares, (2) the sell-side security bid price (i.e., its current 
NBBO bid), (3) a buy-side security ask price and (4) a dollar amount of savings relative 
to trading the Quick Rll quantities oh the national markets! ; ; See how Savings' Is 



To trade against the Quick Fill offer, just dick the Quick Fill button. Doing so generates 
an instantaneous trade report at the quantities and prices currently displayed. NOTE: 
Traders must exercise care if displayed offers are chariging rapidly^ " : ^ •> 

Quick Fill savings less than zero means that it may be more expensive to execute your ' 
order internally (I.e., onithe BarterSecurl ties 1 system) thah T 6ri a national market; - 
However, the BarterSeucirites system has these advantages: (1) your order confirmation 
is immediate, (2) your specified security quantity ratio is preserved, and (3) the internal 
quantity depth offered may be greater than f'bn? the national- market. : 



U"' i v 



■ . : • i - f 



: i • •• .,.5 
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Instant Confirmation 






- vi-' '■ 

. 


Ybu Bought 1000 MSFT @ 63.13 


• 


You Sold 2000 INTC ©31.67 

rtt* 

* * ■ 




» >g -j i : .->* • . ; : . *. r ' • t V I;-" ;i . * » • : • 
-I - - r ;.Do not show Insj^'C^finn^bns f ^-. : -r". V • 


• • 

A 7 * 


,r X' . . • . •»••-•; • • • > 


* • 





Figure 46 




Instant Confirmation : ; . " " ■ r, : ,/ 

Whenever the Quick Fill button (middle of LOB) or a Trade or "Trade up to" button 
(lower part of LOB) Js dlcked, an Immedlate.confirrnatlon is generated. The Instant 
Confirmation shows the amount of the buy-side security/purchased and the amount 
of the sell-side security sold, along with the respective prices. 

If an LOB offer Is changing as It is clicked, the Instant Confirmation may not be for 
the amount of buy-side and sell-side securities that you intended to buy/sell. 
However, the following; conditions are always satisfied: ; (1) you will alwa^ trade the r 
buy-sideband seil-side securities ■ In the* ratio mdlcatetf in the Order Entry screen^ and 
(2) you will never trade more than the quantities indicated in the Order Entry 
screen. i? *=*• - /• ■' ' -~" * > 5 , ' 

When the Instant Confirmation is received, you no longer have an order pending. If 
you have not traded ail of the quantity that you desired to trade, you must send an 
additional order by clicking again 1 on the Quick Fill or Trade (or "Trade up to") 
buttons. The maximum quantities shown In the offers wfll reflect the amount of the 
original order that has already been traded. 
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| Creating National Market Responses 
Ion the BarterSecurities Limit Order Book 



vrv • ; - . . . -:rV ''■ . ■" J;..r •■ ■ 'A ...... \ 

ToHUistrate how national offers for a barter order are ciljcui^^^ 



BUY 1000 MSFT/ SELL 2000 INTC. 



feSS'Tf nat, ° nal 0rder books for lmC on me b,d and MSFT on the ask sfde are as shown 

in isDies xa and lo. ■■■ •*'-?» 



Table 1A 
INTC: National Bids 

Bid Price Bid Size 
27.00 200 
26.99 500 
26.98 500 
2fiu2Z mnn 



Table IB 
MSFT: National Asks 

Ask Price Ask Size 

55.00 500 

55.01 1000 



G^^.£ y T fff^fted in a 2-1 ratio) as derived from the national markets for the single 
st ocks, are shown in Table 2 In order of best to worst offe r. 

Table 2 : 
National Offers for your Barter Order 
Buy 1000 MSFT / Sell 2000 INTC 

Barter.Offer Price -. 
(MSFT - 2 xINTC) 
1.00 
1.02, 
1.Q4 

1.07 



Row 


Size 


INTC 


MSFT 


Number 


(MSFT x INTC) 


Bid Price 


Ask Price 


1 


100 x 200 


27.00 


55.00 


2 


250 x 500 


26.99 


55.00 


3 


150 x 300 


fc 26.98 


55.00 


4 


100x200; 


- 26.98 


'55.01 • 


5 


400x 800 ; k 




' 55.01 



Based on me best MSFT offer of 500 shares (Table IB), the system looks for 1000 shares on the INTC side 
It finds only 200 INTC at the best price (Table iA), so ft* Wife MOT « be matehed T^th it (Tabfe?" 
rew ljjeavlng 400 MSFT offered at SSlOOr The 400 :f«fT at. 55.00, requires SOO 1 ^^^ fednlt 
500 INTC at the next price of 2*99 '(Tabie;lA)V it can ^Mm^SLS^Som^£?SL 

| order, or until the national books are exhausted. H " your 

InTable 2, the Barter dffer Price Isthe cost of trading the Indicated piece of your onder at each rows . "" 
prices and sizes, and ls;expressed.per l00.shares of me buy side; In ttls c^e MSFT ? 
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Calculation of Savings from Internal Offers 
on the BarterSecurities Limit Order Book 



Trading on the BarterSecurities system saves you money relative to the national markets. An Illustration of 
this Is given below. 



Suppose you have just submitted the order: 

BUY 1000 MSFT / SELL 2000 INTC. 

j Also suppose that the national market offers for your order are as Is shown in Table i (see separate sheett 
|To see how these offers were calculated, £li£Lhsns- «i»raiB sneec;. 

* • * ■ v 

[Table 1] 

f V j * * 

I • ' ^ - • , " „ 

Often, there are additional offers that are Internal to the BarterSecurities system that will Improve national 
maricete by providing either more favorable execution prices, by providing a greater quantity to trade or 
T;^ 1 " offers may originate with professional marketmakers. Other Internal offers may arise due to 
ou^nding limit orders, either alone or in combination. For example, a limit order to buy INTC andseli 

S^^hn! M^r nd T^JS? ^ Bnd 5611 MSF7Vmay mat * an "^Pi^' offer for an incoming barter 
order to buy MSFT and sell INTC. To learn more, see Order Matching; 

Suppose that one marketmaker Is willing to respond to your barter order ^simultaneously buvlna iodo 

b!5 se,,500MSFrat 5501 - In **? ^S^SSS^ 



Size 
(MSFT x INTC) 
500x1000 
500x1000 



INTC 
Bid Price 
27.00 



MSFT 
Ask Price 

55.00 ... 

55.01 . 



Barter Offer Price 
(MSFT- 2 x INTC) 

1.00 

1.03 . 



te^S^ fo ^ U i b ! l F OPder ' upda J ted to mdude the marketmaker offers, are shown In Table 2 (see 
separate sheet). Note that the second marketmaker's internal response is split Into two rows (#4 and #5) 
because only the first row of the two is necessary to fill your order of 2000 INTC, 1000 MSFT. 

[Table 2] - - ~ 

|^ e ^^^!? n ° f !T^ a J°?f rs presents savings to you, the customer. Ttfcompute these savings, which 
are shown In Table 3, the system compares the internal offers to the offers that would have been available 
J^those same shares In the national markets. In Table 3 (see separate sheet) the^r^S^S tne 



[Table 3] 



?S1°JSL°l S 3°^^ ^^'TJL^T^ E^°!* ree rattona « °«« of varying share amounts 
iraoie z, rows 1, 3, and 6). That «, an offer of 1.00 replaces three national offers of l 00 i 02 and 1 n<i 

The weighted national offer is 1.022 (Ue., $1.00 x 100 + $1.02 x 2S0 + $104x7 5 0 sotte Slnos Is 

$0 ttSni iSSZSSSZSZZ^J? n ^ 7 JH£ 8 >'" ,m PWng a savings of $1*00 ($0.02 x 100 + 
$0.O4 x 400) on the BarterSecurities Internal side. The total sayings for your complete order Is $29.00. 
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Calculation of Savings from Internal Offers 
on the BarterSecurities Limit Order Book 

Tables 1, 2, arid 3 





Table 1 






National Offers for your Barter Order 




Buy 1 000 MSFT / Sell 2000 INTO 


Row . . 


Stee INTO 


MSFT. 


Barter Offer Price , ; , 


Number 


(MSFT x INTC) Bid Price 


Ask Price 


(MSFT T 2 x INTC) 


1 


100x200 27.00 


55.00 


1.66 | 


2 


250x500 26.99 


55.00 


1.02 


3 


150 x 300 26.98 


55.00 


1.04 


4 


100x200 . 26.98 


55.01 


.*■;'! 1.05. 


5 


400x600 0 26,97 ......... 


• ?5.01 ; 


. <1*07. • V ••, : 











Table 2 ' • o .-- .?».- 
BarterSecurities Offers for your Barter Order 

Buy 1000 MSFT /Sell 2000 INTC ;V ; f ;L 

Row Size .INTC; MSFT. ..Order/ Barter Offer Price 1 • : 
Number (MSFTx INTb) Bid Price Ask Price Type (MSFT - 2 x INTC) 



1 


100x200 


27.00 


55.00 


National 


1.00 


2 


500x1000 


27.00 


55.00 


Internal 


1.00 


3 


250x500 


26.99 


55.00 


National 


1.02 ' 


4 


150 x 300 


26.99 V 


55.01 


Internal ' \ 


1.03 


5 


350 x 700 


2639 


55.01 


Internal 0 


1.03 


6 


150x300 


2638 


5500 


National 


: 1.04 


7 


100 x 200 


26.98 


55.01 


National 


1.05 


8 


400x800 


28.97: , v> 


55.01 


National 


1.07': 




* " ' *-?" 


,\1 w v-' J r -v 




*• ■ j * 

t * 1 1 • " ' - ' ' 





Table 3 

Savings from Internal Order . ^ 

Internal Offers tiatibnat Offers [ '\ , 

Buy-side Table 2 Share-weighted Table 2 Share-weighted 

Shares Rows Barter Offer Price Rows Barter Offer Price Savings 

(1) (2) (3) (4) (5) (1)xl(5)-(3)l 

500 2 1.00 1,3,6 1.022 $11.00 

500 ,4,5 1.03. 73 . *•■ 1.066 $18.00 .: 

Tptil V" ' $29.00 



• - _(,;.'■,! : 

Figure £>0 
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I Limit and Market Orders 
Limit Orders 

Usually, limit prices for a barter order are expressed in terms of a Total Dollar limit for the 
order as a whole, rather than In terms of per-share limit prices for individual securities. 

Consider the barter order to Buy 1000 MS FT and Sell 2000 INTC. Suppose a trader wants to 
net from this order the same amount as If MSFT traded at $50 and INTC traded at $26. this Is 
equivalent to receiving $2000; i.e., [2,000 x $26 - 1,000 x $50]. By setting the Total Dollar 
limit to "Receive at least $2000", the trader allows the trade to execute at any combination of 
per-share prices that satisfy the limit, such as ($50/$26), ($5y$27), ($49/$25.50), eto 

The Total Dollar "current market" is shown In the upper right comer of the Limit Order Entry 
screen under the headers Last, Bid, and Ask. These values are based on the markets In! the 
individual securities shown at the bottom of the screen. Suppose the current single-stock 
markets are: 



MSFT 
INTC 



Last 
54.98 
27.01 



Bid 
54.97 
27.00 



Ask 
55.00 
27.02 



Then, as explained befow, the Total Dollar spread of a barter order, 

BUY 1000 MSFT/ SELL 2000 INTC 
I would be: » 

Last Bid Ask 

PAY $960 PAY $930 PAY $1000 

[The Total Dollar "Last" Is based on the "Last" prices of the individual securities. That Is, "PAY 
$960" « +1000 x 54.98 • 2000 x 27.01. The Total Dollar Bid Is based on buying MSFT on its 
bid and selling INTC on Its ask.; I.e., "PAY $930" «= +1000 x 54.97 - 2000 x 27.02. 
Normally you would not be able to trade at these prices Immediately, but marketmakers might 
be able to do so. The Total Dollar Ask Is based on buying MSFT on its ask and selling INTC on 
Its bid; l.e., "PAY $1,000" = +1000x55.00-2000x27.00. Normally vou would be able to 
trade at these prices Immediately. 

Thus, a Total Dollar limit of "Pay no more than $850 Vis $150 more favorable to you than the 
value at which you can trade immediately, and It is $80 more favorable than the value at which 
marketmakers might be able to trade your order for themselves. 

I . . - 

If you prefer to think about your total Dollar Limit In terms of Individual stock prices, you may 
use the Dollar Limit Calculator In the middle of the limit Order Entry Screen. Enter two 
I share prices and dick the Insert Dollar Limit button to create your Total Dollar Limit 

Setting a Total Dollar Limit can produce the same dollar results for a barter order as setting per- 
share limits, but it Is less restrictive. It is recommended because it produces a greater 
probability of getting a barter order executed. Per-share limits should be used only if you are 
sensitive to the trade price of one of the legs of the order. If you do wish to set a per-share 
limit price for one or both securities In your barter order dick on CondItions>». An 
additional segment of the Limit Order Entry screen appears, which allows you to set per-share 
llm! t prices and to set timing and other options for your order. 



Market Orders 



The default market order is *No price cbnttngendes"; v^lch means that your order will be 
delivered as soon as you submit and confirm It. Alternatively, you may place a per-share price 
contingency on the o'ellverY of the order. Upon submitting the order the system will ask you to 
confirm your order currently, but the order will not be delivered to the market until the 
indicated price contingency is satisfied. If and when ttiaorder is delivered to the market, It will 
behave like two traditional market orders: one for the buy leg and one for the sell leg. 



Figure 53 
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New Rule 



Rule Name 



Dollar Match 



D Disable Rule 

» 

□ Manual Rule 



OK 



Apply 



Close 



Figure 56 



To create a rule, select New... from the Rule menu of ; : 
the Marketmaker Toolkit In the New Rule pop-up . 
screen, enter the name of your rule, and choose whether 
to disable the rule or to make the rule" manual. 

Only Active rules are used to respond to barter orders. A 
rule can be activated or disabled at any time by right- 
clicking the rule name in the Toolkit and selecting the 
appropriate attribute. Disabled rules are dimmed in the 
Toolkit window. . 

All active rules produce automatic responses to barter 
orders if the rule's conditions are satisfied, unless you 
choose to respond manually. Responses to orders can 
be toggled from automatic to manual by right-clicking the 
rule name and selecting the appropriate attribute. 

Figure 57 
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Add Condition 



Variable 



Operator 



Value 



Delta ▼ . = ▼ 






SlCmatch ^ 

MCAPmax 

MCAPmin 

VOLmax 

VOLmin 






II 


Apply Close 




Figure 58 

• 


BA_Debit 
buy_symbol 





To create a set of conditions for a rule first dick on the rule to 
select it Then select New... from the Condition menu. In the 
Add Condition pop-up screen, choose a Variable and an 
Operator and enter a Value to define the condition., 

...... -v .- >i : ' ' - 

Variables are keywords' that define characteristics of the barter 

order such as (1) closeness of the buy-side and sell-side dollar 

amounts, (2) industry closeness of the two legs, (3) volumes, 

(4) market capitalizations, etc. Additionally, marketmakers 

can use variables to test for inclusion in default symbol lists, r 

such as the S&P500, or in symbol lists that they define using 

the Symbol menu In the Toolkit 

L 

Operators are usually equality and inequality signs, but 
change to <IN> and <NQT IN> when a variable is testing for r 
inclusion in a symbol list 

An example of a condition is: 

Delta < 10%, 

where Delta is a measure of the closeness of the buy-side and 
sell-side dollar amounts. A delta of 10% means that the dollar 
amounts of the two barter order legs differ by 1 0% of the 
greater amount 

Another example of a condition is: 

i 

buy_symbol IN "Big Tech", 

where "Big Tech° is the name of a symbol list that the user has 
defined. 



Figure 59 
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Definitions of Variables and Allowable Value Ranges. 

Examples 



Variable 

Delta 

SICmatch 

MCAPmax 
MCAPmin 

VOLmax 

VOLmin 

BA.Debit 



The following variables 
buy.symbol 

selLsymbol 

botrusymbols 
one_symbol 

The following variables 
Inventory_Buy_Shs 



lnventory_SeII_Shs 



lnventory_Buy_Val 



lnventory_SeILv*ai 



Definition 

abs($long - $short) / (max( $long, $short)) 

Number of SIC code digits of buy and sell 
that match, starting from left 

Market Cap of larger-cap stock 
Market Cap of smaller-cap stock 

Avg Daffy $-volume traded, last 30 days, 

of more-active stock. 
Avg Daily $-volume traded, last 30 days, 

of less-active stock. 

* * * ■ * - * * 

Debit value of bid/ask spread of. Barter Order 
on NYSE and Nasdaq inside prices. 

are used to check for inclusion in a Symbol List 
Symbol of the incoming order's buy-side 
security. X ' : l/ 

Symbol of the incoming order's sell-side 
security. 

The set of two Incoming security symbols. 
At least one of the incoming security symbols. 

• • .l" 

are used to query a marketmaker's portfolio status. 
The number of shares of the incoming sell-side 
security (i.e., the MM is buying) currently 
In the MM portfolio. 
The number of shares of the incoming buy-side 
security (i.e., the MM is selling) currently 
in the MM portfolio. 
The dollar value of the incoming seO-stde 

security (Le. t the MM is buying) currently 
In the MM portfolio. 
The dollar value of the incoming buy-side 

security (i.e., the MM is selling) currently 
In the MM portfolio. 



Range (units) 
0-100%; 
0,1.2.3,4 

.. ($bifl 
($mil) 



(Dollars) 



(List Name) 

:■ ■vi)' " " '"■ 

(UstName) 

(List Name) 
(List Name) 

(Shares) 

(Shares) ' 

(Dollars) 

(Dollars) 



:•-.-> 



Figure 60 
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Examples of Variable usage. 

Veto* measures the dollar amount of exposure of the Barter Order. If the retail trader's buy side 
[debit is $100,000 and the sell side credit is $75,000, the delta is 
25% = |100000 - 75000J / max( 100000, 75000). 

•SICmatcrV shows how industry-related two stocks are. Matched digits are counted from the left 
| until a match falls, after which remaining digits do not count 



SIC#1 

4013 

2631 



SIC #2 
4031 
4031 



StCmatch 
2 

6. 



MCAPmax and MCAPmin measure market capitalization of the bigger and smaller stock, 
respectively. To ensure that both stocks 1 marfcetcap exceeds $1 btlDon, enter "MCAPmin >= 1" : 
Toensure that at least one stock's m 

VpLmax and VOLmln measure the dollar vojume of the more- and less-active stock, respectively 
To ensure that both stocks trade at least $2 million per day, on average, enter •VOLmln 2° To 
Identify trades in which neither stock trades more;than $2 million per day, on average; enter 
*VOLmax <-2™. * ! ■ -vy : 



B/LDeblt Is the dollar width of a Barter Orcter on the NBBO niarket If a retail trader wishes to buy 
100 ABC on the NBBO. market 50-50.25 andeell 300XYZ on the NBBO market 20-20 10 then the 
dollar size of the spread is $55; or 100x0.25 + 300x0.1 6. : * 

•Symbol 1 variables allow the marketmaker to ito^ . 
|marketrnaker-created lists. Suppose the marketmaker sets the symbol list below: v; 

LferL.1: IBM, CPQ, DELL, SUNW, HWP 

•„ V " — V. .2 u . , ; . "i - 

I To ensure that at least one of the Barter Order symbols falls in the list, enter " 

one__symbol IN Ust_1. 
| To ensure that neither Barter Order symbol falls in the list, enter 

both_symbols NOT IN Ust_1. 

] Use Wntory" variables to test a marketmaker's portfolio: To test whether a portfolio fe short the 
I security that the marketmaker Is buying, enter 

lnventory_buy_shs < 0. 



? ■ 



Figure 61 
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Create Position / P&L Report 



: : '•' * ; Report Name: 1 % : > c ~ . T * " . 


■ » ■ - — „- <. .«,'•♦ • - . . » 
*s:/:*Repc>rtBreakout: \ 

f , - rrfChoose one) - 
. :.' O i By «ock symbol ' .-V " r 
^ •: • O'-By nda Invoked ... • . j--" - . 
" :VO« iBy rule and Her invoked' 
* ' Oi^owtotalsonly - 

»..•••»•■■••• • . 
'» "tr* 
.•-•Vn — [-. 


, . * ..'Data Source: . . .. V .:.-**. '*-. > . '" 
. ; . . ., (Choose one) r • % ; • r 

. - : ; . . ^ . :* : ^r".- V... * . 

♦;0 AUTrados ; / • \. ^C? - " / ■ 2 

, ■ . 'V. : *.-.-. ■• .* ' ' ;.: ;' r-a< 

O^Ti^vWlhoWaynibol:.-':. \ . 1 1 

O Trades.from symbol Oat: . I 1 

*•**•«. .» i i"' 

O Trades Invoked by rule: ■ * | 1 * 

- v.; . ,j — - — ~ — J - 

t 0 ; T ra ^tnvotedby rule: j [- * 


r >; 5 -'<"-r .• • . - . . ■ • ■- ' "1" - : 

vt f :;{'jnme Period; o . / 

° ^ U..^{Choose one) :\ * ■ - - 

: ^vO^Today, real-time ■■ «• . *-> .-•/'■- 
t ^rO^Hbuia, today: : : . | to-M ; 1 ■•• 

§ ^SiU^i' . • V- ' mmdd yy . mmddyy - v. V : 

C : - v . 'v . . •'■>': . * . ■ ; '< v ■ . - ' ' f« - f l - 

*« 'ti&fr/lncBitfl0ji.toi!far^* M 7^ v^'." 


* 
. 1 


. /Columns: ' : \ V v- ^ ? ■ 
• (Choose one or more) . : - Vi-" - ' 

■ ♦■.■„•:• v ' * 

□ .Sh^re Inventory, . ... J ;; ' 

c LJ : Dollar Inventory : - T: > ' - % '* 

•□ totaifal • * 

. : □-ReafiBBdPoX-'' • ' . 
Q. Butfti(iV9k^*-.X-i.--: :- 
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Figure 67 



Marketmaker Position and P&L 

Name: JENNIFER 

Breakout: By Rule / Tier Invoked 

Source: Symbol List 'Technical Buy" 

Period: Today / Real-time 

Dollars in 000's 



i | 
Dollar; Total 
Inventory 5 PtlLI 
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A Position and P&L Report (PPL) shows the cumulative share and/or dollar inventory along with profit & 
toss calculations, for all of the marketmaker*s automatic anil manual trades. Multiple PPLs may be created 
and viewed simultaneously. The Information in these reports may be grouped ("Report Breakout") as the 
user desires, and the trades which comprise these reports may be a chosen subset ("Data Source") of all 
trades. 

For example, the user may have P&L grouped and summarized by security symbol, or according to the 
trading decision rule or rule/tier combination which invoked each trade. The data source can be a subset of 
stock symbols (designated by a Symbol Ust name), or it can be all trades Invoked bv a Marketmaker Toolkit 
rule or rule/tier combination. Therefore, marketmakers can monitor on a real-time basis the profit and loss 
contribution of each decision rule and price/size tier that they create. This gives them incredible insight into 
the productivity of their rules and allows them to improve profitability over time. 

Share and dollar inventories of securities, and realized, unrealized, and total P&L's can be generated either 
on a real-time basis or for historical periods. Report Columns can be chosen, modified, and moved as they 
are for Trade . Tickers . 

Any row in a Position and P&L Report can be right-clicked to generate a new report of Individual trades that 
comprise the row. 



Figure 70 



Marketmaker Position and P&L 
Name: ROBERT 
Breakout: By Symbol 
Source: Symbol List "Big Tech" 
Period: Today / Real-time 
Dollars in 000's • 




Figure 69 
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BarterSecurities Request for Manual Offer 

The BarterSecurltes Marketmaker Toolkit lets you define rules that automatically 
generate one or more offers on the Limit Offer Book for an Incoming barter order 
when predefined conditions are met However, you may specify In me rule that when 
the stated conditions are met, you are to be alerted so that you can make a manual 
response to the order rather than having offers generated automatically. 

When the BarterSecurities Request for Manual Offer screen appears, you can review 
the incoming order and then (1) deliver an offer according to the price and size 
defaults that you set, (2) deliver an offer after modifying the price and/or size 
defaults, (3) dose the screen manually without delivering an offer, or (4) let the 
screen dose automatically, after a stipulated number of seconds, without delivering 
an offer. Note that as long as the countdown dock ts running, the sender of the 
Incoming order will be aware that a manual offer is pending and may be delivered. 

The BarterSecurities Request for Manual Offer screen Is partitioned into four sections 
from top to bottom: (1) Incoming Order, (2) Offer Size, (3) Offer Price, and (4) 
Action. 



Incoming Order 

On the left is the Incoming order expressed as It was entered; that Is, the 
marketmaker may take the other side of the trade. In the following discussion, the 
term "buy-side" C'seH-side*) refers to the security that the sender is buying (selling) 
and that the marketmaker may sell (buy). The dollar values of both the buy-slde and I 
sell-side securities are shown, along with the Delta of the trade. The smaller the 
delta, the doser together are the buy-side and sell-side dollar values. A delta of zero 
implies that the dollar values match. A delta of one Implies that the barter order is 
almost one-sided. ...... 

The marketmaker may dick the View Level II button to view real-time Level n 
quotes for the buy- and sell-side securities. The marketmaker may dick the Modify 
Pefoufts button to change how the default Offer Size and Offer Prices are 
determined when me Request for Manual Offer screen pops up. 

Offer Size 

An offer size for the Incoming barter order is calculated based on either (1) the 
price/size tiers stipulated In the Marketmaker Toolkit, or (2) the defaults that you 
specify in the Edit Manual Offer Pcfoulfr screen. The quantities in the offer size are 
always in the same ratio as the quantities In the incoming order. If you wish, you 
I "^Y change the Initial size by (X) diddng the size IrKsement/decrement buttons, (2) 
by typing in a new size In the buy-side or sell-side fields (the opposite size is changed 
to retain the incoming share ratio), or (3) diddng the Fun Size button, which causes 
the offer size to become the same as the incoming order size. 

Offer Price 

An offer price for the Incoming barter order Is calculated based on either (l) the 
price/size tiers stipulated in the Marketmaker Toolkit, or (2) the defaults that you 
specify In the Edit Manual Offer Defaults screen. If you wish, you may change the 
initial offer price by (1) diddng the price tacrement/decrement buttons, or (2) bv 
typing In a new vahie In the available field. 

f * 

Action 



At any time, you may (l) dick the green Offer button to send your offer as stated, 
(2) dldc the red cancel button to dose the screen without sending an offer, or (3) 

I dldc the Stop button to stop the rundown dock. If you make none of these actions. 

I the screen will dose automatically when the dock has run down to zero. 
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